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Gircnit Court of the Cited States, 


DISTRICT OF MASSACHUSETTS, 


IN EQUITY. 


No. 530. : 
AMERICAN GRAPHOPHONE ComMPANY 
v. 
Tue New ‘EnGLanp PHonoGRAPH COMPANY ET AL. 


BILL OF COMPLAINT. 


(Firep Ocr. 12, 1894.] 


To the Honorable, the Judges of the Circuit Court of the United 
States for the District of Massachusetts : 


The American Graphophone Company, a corporation dul y organ- 
ized and existing under the laws of the State of West Virginia, and 
having its principal office in Washington in the District of Columbia, 
brings this, its bill of complaint, against the New England Phono- 
graph Company, « corporation organized under the laws of the State 
of Massachusetts, doing business at Boston in said State of Massa- 
chusetts, Augustus P. Martin, individually and as president of said 
company, and Augustus N. Sampson, individually and as general 
manager of said company, said Martin and Sampson being residents 
of Boston, aforesaid. - 


I. 


And thereupon your orator complains and says that Chichester A. 
Bell and Sumner Tainter, then of Washington, aforesaid, were the 
oviginal, first and joint inventors of certain new and useful improve- 
ments in recording and reproducing speech and other sounds, which 
were not known or used in this country, or patented or described in 
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this or any foreign country, prior to their invention thereof, and 
which had not been in public use or on sale in the United States for 


more than two years prior to their application for Letters Patent 
therefor. 


oT 


That on the twenty-seventh day of June, 1885, the said Chichester 

A. Bell and Sumner Tainter made application in due form of law to 

- the Commissioner of Patents for the grant of Letters Patent of the 

United States for the said invention, and then and there fully com- 

plied in all respects with the provisions and requirements of the laws 
of the United States in such case made and provided. 


* 


Il. 


That, due proceedings being had upon said application, upon the 
fourth day of May, 1886, Letters Patent of the United States, in 
due form of law, were issued and delivered to said Chichester A. 
Bell and Sumner Tainter, in the name of the United States, under 
the seal of the Patent Office, and signed and countersigned, respect- 
ively, by the proper officers of the United States, and numbered 
341,214, granting to said Chichester A. Bell and Sumner Tainter, 
their heirs or assigns, for the term of seventeen years from said fourth 
day of May, 1886, the full and exclusive right to make, use and 
vend the said invention throughout the United States and the Terri- 
tories thereof, as by reference to said Letters Patent, or aduly authen- 


ticated copy thereof here in court to be produced, will more fully 
and at large appear. 


ry. 


That the said Sumner Tainter was further the original, first and 
sole inventor of a certain new and useful improvement in apparatus 
for recording and reproducing sounds or sonorous vibrations, not 
known or used in this country, or patented or described in any 
printed publication in this or any foreign country, prior to his in- 
vention thereof, and not in public use or on sale in the United 


States for more than two years prior to his application for Letters 
Patent therefor. ‘ 
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Wi 


That on the fourth day of December, 1885, said Sumner Tainter 
made application in due form of law to the Commissioner of Patents 
for the grant of Letters Patent of the United States for said inven- 
tion, and then and there fully complied in all respects with the 
requirements and provisions of the laws of the United States in such 
case made and provided. 


Vi. 


That due proceedings upon said application being had, upon the 
fourth day of May, 1886, Letters Patent of the United States, in 
due form of law, were issued and delivered to said Sumner Tainter, 
in the name of the United States, under the seal of the Patent 
Office, signed and countersigned, respectively, by the proper officers 
of the United States, and numbered 341,288, granting to said 
Sumner Tainter, his heirs or assigns, for the term of seventeen 
years from said fourth day of May, 1886, the full and exclusive 
right to make, use and vend the said invention throughout the 
United States and the Territories thereof, as by reference to said 
Letters Patent, or a duly authenticated copy thereof here in court 
to be produced, will more fully and at large appear. 


VII. 


That the inventions or improvements described and claimed in 
said patent to Sumner Tainter were designed for and are capable of 
use conjointly, and are used conjointly with the improvements or 
inventions described and claimed in the patent aforesaid of Bell 


and Tainter in recording and reproducing sounds. 


Vin. 


And your orator further shows that on the twenty-ninth day of 
March, 1887, said Chichester A. Bell and Sumner Tainter, by an 
instrument in writing duly signed, delivered and recorded in the 
United States Patent Office, the twenty-second day of September, 
1887, did give, grant and convey to The Volta Graphophone Com- 


' 
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pany, a corporation organized and existing under the laws of the 
State of Virginia, its successors and assigns, the entire right, title 
and interest in and to said Letters Patent No. 341,214, granted to 
them as aforesaid, and in and to the invention secured thereby, as 
by reference to said instrument, or to a duly authenticated copy 


thereof here in court to be produced, will more fully and at large 
appear. 


IX. 


That on the twenty-ninth day of March, 1887, said Sumner Tainter, 


by an instrument in writing, duly signed and delivered and recorded 
in the United States Patent Office, the fifth day of April, 1887, did 
give, grant, assign and convey to the said ‘The Volta Graphophone 
Company, its successors and assigns, the entire right, title and 
interest in and to said Letters Patent No. 341,288, granted to him 
as aforesaid, and in and to the invention secured thereby, as by 
reference to said instrunent, or a duly authenticated copy thereof 
here in court to be produced, will more fully and at large appear. 


X. 


That on the twenty-fourth day of January, 1893, the said The 
Volta Graphophone Company, by an instrument in writing, duly 
signed, sealed and delivered, and recorded in the United States Pat- 
ent Office the twenty-fifth day of January, 1893, did give, grant, 
assign and convey to your orator, its successors and assigns, the 
entire right, title and interest in and to said Letters Patent No. 
341,214 and No. 341,288, and in and to the inventions sccured 
thereby, as by reference to said instrument, or‘a duly authenticated 


copy thereof here in court to be produced, will more fully and at 
large appear. 


XI. 

That your orator has been, since the date of the assignment last 
mentioned, and is now, the owner of the said Letters Patent, and 
each of them, and of the rights and privileges secured thereby, and 
has been and is, save for the doings of these defendants and others 
acting in concert with them, in the exclusive possession of said rights 


and privileges: © 
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and privileges, and is entitled to the exclusive use, benefits and ad- 
vantages of the said inventions and improvements. 


XII. 


And your orator further shows that the said inventions and im- 
provements are of great commercial value and practical utility ; that 
a great public interest has been manifested therein, and a large de- 
mand created for apparatus constructed in accordance with or 
embodying the same; that in order to supply this demand and to 
confer upon the public the advantages and benefits of the said inven- 
tions, your orator and its predecessors in the title bave invested 
large capital in acquiring said patents and in adapting and perfecting 
such apparatus, and have at great expense devised and constructed 
machinery, tools, appliances and other accessories necessary Or use- 
ful in the manufacture of such apparatus, and have employed numer- 
ous skilled workmen, inventors and mechanics in connection there- 
with; and that such investment has been made and such expense 
incurred upon the faith reposed in the said Letters Patent granted 
by the Government of the United States as aforesaid, and in the rights 
and privileges secured thereby. 


XIII. 


And your orator shows, upon information and belief, that these 
defendants and others acting in concert with them, since the grant 
of said Letters Patent, and each of them, and since the date of the 
assignment last above mentioned, within the said District of Massa- 
chusetts and elsewhere in the United States, wrongfully, unlaw- 
fully and with intent to injure your orator, and to deprive it of the 
just profits resulting from making, using and vending said inventions, 
have, without the license or consent of your orator, made or caused 
to be made, used or caused to be used, and sold or caused to be sold, 
apparatus for recording and reproducing sounds, known as “ phono- 
graphs ”, each and all containing or embodying or operating in accord- 
ance with the said inventions or improvements, substantially as 
described and claimed in the said Letters Patent, and each of them, 
and in infringement of the exclusive rights granted to your orator, 
as aforesaid ; and that the said defendants have derived and received, 


£ 
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and still are deriving and receiving, great gains and profits from such 
unlawful use, but to what extent your orator is ignérant and cannot 
set forth. 


AY 


That each such machine or apparatus, so made, used and sold by 
these defendants, contains, embodies or operates in accordance with 
the inventions or improvements covered by both the Letters Patent 
aforesaid, or material and substantial parts thereof. 


XV. 


And your orator therefore prays as follows : 
(1) That the said defendant may be required by a decree of this 
Honorable Court to account for and pay over unto your orator al] 


such gains and profits as bave accrued or arisen, or been earned or 


received by the said defendants, and all such gains and profits as 
would have accrued to your orator but for the unlawful doings of 
said defendants, and all damages your orator has sustained thereby ; 
and 

(2) That the defendants, their associates, attorneys, servants, 
clerks, agents and workmen, may be perpetually enjoined and 
restrained, by a writ of injunction issuing out of and under the seal 
of this Honorable Court, from directly or indirectly making or 
causing to be made, using or causing to be used, selling or causing 
to he sold any machine or apparatus embodying or constructed or 
operating in accordance with the inventions or improvements set 
forth in the Letters Patent aforesaid, or either of them; and 

(3) That your Honors will grant unto your orator a _ preliminary 
injunction, issuing out of and under the seal of this Honorable Court, 
enjoining and restraining the said defendants, their associates, ser- 
vants, clerks, agents and workmen, to the same purpose, tenor and 
effect as heréinbefore prayed for, with regard to said perpetual 
injunction ; and ; 

(4) That the defendants be decreed to pay the costs of this suit; 
and 

(5) That your orator may have such other and further relief as 
the equity of the case may require. 
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To the end, therefore, that the said defendants may, if they can, 
show why your orator should not have the relief hereby prayed, and 
may full, true and direct answer make, but not under oath, answer 
under oath being expressly waived, according to the best and utmost 
of their knowledge, information, remembrance and belief, to the sev- 
eral matters hereinbefore averred and set forth, as fully and particu- 
larly as if the same were repeated, paragraph by paragraph, and 
said defendants thereto severally and specifically interrogated, may 
it please your Honors to grant to your orator a writ of subpana ad 
respondendum, issuing out of and under the seal of this Honorable 
Court, directed to said defendants, the New England Phonograph 
Company, Augustus P. Martin and Augustus N. Sampson command- 
ing them to appear and make answer to this bill of complaint, and 
to perform and abide by such orders and decree herein as to this 
court may seem just. 

And your orators will ever pray. 

AMERICAN GRAPHOPHONE CO., [SEAL] 
by C. J. Bett, President. 


PoLLok & Mauro, 
No. 620 F Street, Washington, D. C., 
Solicitors and of Counsel for Complainant. 


District OF COLUMBIA, Ss. 


On the ninth day of October, 1894, before me personally ap- * 
peared Charles J. Bell, and being duly sworn, did depose and say 
that he is the president of the American Graphophone Company, 
named as complainant in the foregoing bill of complaint; that he 
has read the same and knows the contents thereof, and that the 
same is true of his own knowledge, except as to matters therein 
stated upon information and belief; that as to such matters he be- 
lieves it to be true, and that the seal affixed to said bill is the cor- 
porate seal of said complainant, and was by him affixed thereto by 
Cuarves J. Bey. 


authority of said corporation. 


Subscribed and sworn before me this ninth day of October, 1894. 
[SEAL] Howarp S. ReEesipg, 
Notary Public, D. C. 


PLEA. 


[Ficep Jan. 7, 1895.) 


The plea of the New England Phonograph Company, Augustus 
P. Martin, individually and as president of said company, aud 
Augustus N, Sampson, individually and as general manager of said 
company, defendants, to the bill of complaint of the American 
Graphophone Company, complainant. 

These defendants by protestation, not confessing or acknowledging 
the matters and things in and by said bill set forth and alleged to be 
true, in such manner and form as the same. are thereby and therein 
set forth and alleged, for plea to the whole of said bill, say, — 

That upon Oct. 12, 1888, the defendant company purchased and 
then possessed a license, executed by the North American Phono- 
graph Company, conferring upon the licensee the exclusive right to 
sell both phonographs and graphophones and all materials and sup- 
plies therefor within the New England States. That prior to said 
date, the complainant had authorized the North American Phono- 
graph Company to grant the said license, and that the defendant 
company has not sold any machines.or transacted any business with- 
out the New England States. That the defendants, Martin and Samp- 
son, are officers of the defendant company, and all the sales of phono- 
graphs or graphophones or supplies therefor have been made solely 
in behalf of the defendant company and under the said licenses, and 
solely as officers of said company. All which statements these 
defendants do aver to be true and they plead the said licenses to the 
said complainant’s bill. 

And these defendants for a further plea to the whole of said 
bill say that upon the twenty-sixth day of March, 1888, the Ameri- 
can Graphophone Company entered into an agreement with Jesse 
H. Lippincott, wherein it granted to him an exclusive license for the 
sale of graphopbones within most of the United States, including all 
the New England States, and in and by said agreement the said 
Lippincott was required and agreed that “he will take appropriate 
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measures by personal eflort and otherwise to thoroughly advertise 
and establish the agencies, to introduce and provide for instruction 
in its use, and to create a demand for the instrument throughont the 
territory covered by this contract and to supply the necessary capital 
for that purpose”. 

That upon the twenty-eighth day of June, 1888, the said Lippin- 
cott entered into an agreement with Thomas A. Edison for the pur- 
chase of the entire capital stock of the Edison Phonograph Company 
for the sum of five hundred thousand dollars. That Thomas A. 
Edison had previously taken out a number of patents upon phono- 
graphs, which patents were owned by the Edison Phonograph Com- 
pany. That the said agreement was made with the knowledge and 
consent of the complainant with the design of bringing both the 
phonograph and graphophone under the same management. 
That the said Jesse H. Lippincott with the knowledge and consent 
of the complainant had formed the following plan for the develop- 
ment of the phonograph and graphophone business, namely: That 
he would create a corporation which should have exclusive rights to 
the sale of these instruments, and that this corporation should grant 
territorial rights therefor. That prior to the seventeenth day of July, 
1888, said Lippincott bad caused such a company to be incorporated 
under the name of the North American Phonograph Company, a 
corporation of the State of New Jersey. , 

That upon the seventeenth day of July, 1888, Jesse H. Lippincott 


‘entered into an agreement with the North American Phonograph 


Company, wherein in consideration of the entire amount of the cap- 
ital stock of the said company, $6,500,000, he assigned to said com- 
pany all his rights under the said agreement with the complainant 
and with Thomas A. Edison, agreeing further “to procure for said 
company and from the proper parties.all such authority as may be 
required to permit the handling or exploiting of the phonograph and 
graphophone together ”. 

That upon Aug. 1, 1888, an agreement was entered into between 
Thomas A. Edison, the North Ameriéan Phonograph Company and 
Jesse H. Lippincott with reference to the phonograph and grapho- 
phone, and that the said agreement provided : 
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“ Whereas the suid company and the said Lippincott, possessing = 7 the agree 
the right to introduce both instruments, intend placing them upon ¢€ Ph at 
the market together, leaving to the public the right to make their 2 sighs. 
own selection in buying and renting instruments ; Now it is agreed : E out and ¢ 

The phonograph shall be put on the market under the name of the a That i 
phonograph. The instrument now known as the graphophone shall be . 3 porated t 
put on the market under the name of phonograph-graphophone. The 5 a Sai 
said company and the said Lippincott shall do their utmost to intro- a - Net 
duce both instrunients. In order that no misunderstanding shall twelfth d. 
oceur as to what is a phonograph and what is a phonograph-grapho- was at th 
phone, an instrument previously marked ‘ Phonograph, T. A. Edison’, Gomont 
and now in the possession of the North American Phonograph Com- i ar 
pany, is to be taken as a standard phonograph, and an instrument it should 
previously marked “Phonograph-Graphophone, C. S. Tainter’, and exchange 
which is now in the possession of Thomas A. Edison, is to be phones a1 
taken as a standard phonograph-graphophone. None of the parts or that it sh 
features of the construction of one instrument shall be hereafter ~ rs ag 
applied to or used on the other, but each shall remain as it now is,” American 
except in so far as each may be improved by patented inventions ; portion o 
but any patented invention of Mr. Edison improving the phonograph soak. 4 
shall not be applied to or used on the phonograph-graphophone, nor cee 
shall any patented invention owned or controlled by The Volta Grapho- cott, acti 
phone Company improving the phonograph-graphophone be applied of the No 
to or used on the phonograph, it being the intention hereof that each Graphopl 
instrument shall remain distinct and shall not be improved by the Sith coal 
use of parts or features of construction of the other.” 

agreemen 

Upon Aug. 6, 1888, an agreement was entered into between Jesse full know 
H. Lippincott and the American Graphophone Company, purport- the said 
ing to give to the American Graphophone Company the right to the said } 
purchase all the rights acquired from Mr. Edison under the agree-° said mach 
ment of June 28, 1888. ' of Aug. ¢ 

. 4 = 

That upon the same date a supplemental agreement was made the aida 
between the same parties, reciting that “ whereas the said Lippincott mentor : 
desires to secure a modification of his agreement with the said Gare fos i 
American Company, so as to enable him to handle the phonograph required | 
as well as the graphophone”; therefore, it is provided that “on and grapl 
each and every phonograph sold or leased by the said Lippincott or That { 
the said North American Phonograph Company, or by any sub-com- éaid state 
pany or agent of the said Lippincott or of the said company, the : part of it 
said Lippincott shall pay to the said company the sum of ten dollars. ais Geciien 
This supplemental agreement is made upon the understanding that can Phow 
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the agreements made by said Lippincott and the North American 
Phonograph Company and Thomas A. Edison shall be fully carried 
out and complied with by the parties thereto.” 

That in October, 1888, the defendant company was duly incor- 
porated under the laws of the State of Maine for the purpose of sell- 
ing both phonographs and graphophones, ete. That prior to the 
twelfth day of October, 1888, the said Jesse H. Lippincott, who 
was at that time the president of the North American Phonograph 
Company, requested the New England Phonograph Company that 
it should issue practically all of its capital stock of $2,000,000 in 
exchange for an exclusive license to sell phonographs and grapho- 
phones and supplies therefor within the New England States, and . 
that it should also cause to be paid into the treasury of the North 
American Phonograph Company the sum of $100,000 in cash, as a 
portion of the said consideration derived from the sale of its capital 
stock. That as an inducement to taking said license the said Lippin- 
cott, acting as these defendants are informed and believe in behalf 
of the North American Phonograph Company and of the American 
Graphophone Company, and with the full knowledge and consent of 
both companies, exhibited to this defendant company the aforesaid 
agreement and stated that the American Graphophone Company had 
full knowledge of the contents of all of the said agreements. That 
the said Graphophone Company was well aware of the plan which he, 
the said Lippincott, had adopted for the purpose of exploiting the 
said machines, and that the provisions of the supplemental contract 
of Aug. 6, 1888, practicallay referred nd were intended to refer to 
the said agreement, and did ratify the clause of the aforesaid agree- 
ment of July 17, 1888, wherein the said Lippincott agreed to pro- 
cure for the North American Company all such authority as may be 
required to permit the handling or exploiting of the phonograph 
and graphophone together. 

That this defendant, relying upon the said contract and the 
said statements of Mr. Lippincott, did actually issue the greater 
part of its authorized capital stock of $2,000,000, in exchange for 
an exclusive license granted Oct. 12, 1888, from the North Ameri. 
can Phonograph Company to this defendant for the sale of both 
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phonographs and graphophones within the New England States; 
and did pay the consideration therefor, including the $100,000 in 
cash as above set forth, and which sum was received by the North 
American Phonograph Company. That at the said date the agree- 
ments made by said Lippincott and the North American Phonograph 
Company and Thomas A. Edison were in full force, and the North 
American Phonograph Company had full right and authority to 
grant unto this defendant company such exclusive licenses. 

That this defendant has ever since continued the business of 
selling phonographs and graphophones within the New England 
States under the said licenses and has in all respects complied with 
the terms thereof. 

That as these defendants are informed and believe the complain- 
ant actually received a portion of the moneys paid by the defendant 
company for the said licenses and acquiesced in the said licenses. 

That the instruments sold by or used by the defendants were all 
sold and used under the terms of the said licenses and not other- 
wise, and that all the acts done by the defendants, Martin and 
Sampson, have been done solely as officers of the defendant company 
and not for their individual account. 

That all the phonographs sold by the defendant company have 
been of the kind and character specified in the aforesaid agreement 


of Aug. 1, 1888, and that in and by the aforesaid agreements the 


exclusive right was conferred upon the defendant company to sell 
and use aa instrument of that character within the New England 
States, and these defendants upon their information and belief fur- 
ther allege that the said North American Phonograph Company and 
Jesse H. Lippincott delivered all the phonographs which were de- 
livered to the defendant company with the consent of the American 
Graphophone Company, and had rendered an account to the Ameri- 
can Graphophone Company for the royalties upon said instruments. 

All which statements the defendants do aver to be true, and they 
plead said licenses to the said complainant’s bill and pray the judg- 
ment of this Honorable Court whether they should be compelled to 
make any other or further answer to the said bill and pray to be 
hence dismissed with their costs in this behalf sustained. 
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In witness whereof the said defendant, the New England Phono- 
graph Company, has hereunto affixed its corporate seal and caused 
the same to be attested by L. E. Evans, its secretary. < 


THE NEW ENGLAND PHONOGRAPH CO., [sea] 
by L. E. Evans, Secretary. 


Joun B. GLeason, 
Solicitor and Counsel for Defendants, 
155 Broadway, New York City, N. Y. 


I hereby certify that in my opinion the foregoing plea is well 
founded in point of law. 


Joun B. GLeason, 
Counsel for the Defendants, 
155 Broadway, New York City. 


Srate or New York, 
Ciry and County or New York, 8s. 
On this tenth day of December, 1894, before me, Charles Edgar 
Mills, commissioner of deeds for the State of Massachusetts, resid- 
ing in the city of New York, personally appeared L E. Evans, to ‘ 
me personally known to be the secretary of the New England Phono- 
graph Company, and made oath that he has read the above plea and 
knows the contents thereof, and that it is not interposed for delay, 
and that it is true in point of fact. 
Witness my hand and seal the day and year above written. 


CuarLes Epcar MILs, 
Commissioner for Massachuselis in New York. 


[SEAL] 


REPLICATION. 


[FILED JAN. 29, 1895.] 


This repliant, saving and reserving unto itself all and all manner 
of advantage of exception to the manifold insufficiencies of the said 
plea, for replication thereunto saith that it will aver and prove its 
said bill to be true, certain and sufficient in the law to be answered 
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unto ; and that the said plea of the said defendants is uncertain, untrue 
and insufficient to be replied unto by this repliant; without this, that 


any other matter or thing whatsoever in the said plea contained, | 


material or effectual in the law to be replied unto, confessed and 
avoided, traversed or denied, is true; all which matters and things 
this repliant is and will be ready to aver and prove, as this Honorable 
Court shall direct ; and humbly prays as in and by its said bill it hath 
already prayed. 


POLLOK & MAURO, 
_ of Counsel for Complainant. 


W. W. Swan, Solicitor. 


STIPULATION. 


[Firep May 8, 1895.] 


Stipulated that for the trial of this action and for the purpose of 
all proceedings therein, either party may refer to the printed copy 
of the record in the suit of the -American Graphophone Company 
against the Edison Phonograph Works, now pending in the United 
States Circuit Court for the District of New Jersey, and may use 
he said record or any portion thereof as an exhibit in this action, 
vithout being required to print the same or any portion thereof, 
unless hereafter requested by the Court, and that any testimony or 
any exhibit offered from the said record shall have the same force 
and effect as if duly taken in this action. Each party on the argu- 
ment will produce a printed copy of the said record for the use of the 
Court. It is further stipulated that the following is the testimony 
of John B. Gleason, a witness duly produced upon the part of the 
defendants. ‘ 


“ PHILIP MAURO, 
of Counsel for Complainant. 


JOHN B. GLEASON, 
: of Counsel for Defendants. 
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EVIDENCE FOR DEFENDANTS. 


DEPOSITION OF JOHN B. GLEASON. 

In September, 1888, Mr. Lippincott applied to me with reference 
to the purchase of territorial rights for the New England States, for 
the sale of graphophones and phonographs. The proposition on the 
part of Mr. Lippincott was that I should incorporate a company, to 
be called “The New England Phonograph Company”, and that this 
company should acquire from the North American Phonograph 
Company territorial rights for the New England States. 

Mr. Lippincott stated to me that he represented the American 
Graphophone Company, and that he had made arrangements for the 
purchase of the entire capital stock of the Edison Phonograph 
Company, and that he had associated with him certain gentlemen 
for the purpose of exploiting the phonaarar and graphophone 
together within the United States. 

Messrs. Edward Sweet & Company, of No. 38 Brest Street, New 
York City, for whom I was counsel, had intimated a willingness to 
undertake a subscription to the capital stock of the New England 
Phonograph Company, in the event that I was satisfied as to the 
title. I examined the contracts carefully, as well as the patents 
referred to within them. Mr. Lippincott stated to me that there 
were so many patents with reference to the same subject that it 
seemed to him absolutely necessury for a commercial undertaking 
that the graphophone and phonograph patents should be combined 
under one management, else it was likely that the prospective 
profits would be swallowed up in patent litigation. He stated to 
me that this was substantially the view of the graphophone people, 
so that after having acquired rights to the graphophone he had gone 
on with their approval to acquire rights to the phonograph. The 
situation that we discussed was that Mr. Edison had taken out a 
foundation patent, then the graphophone people, through the 
Messrs. Bell and Tainter, had taken out a number of patents for 
improvements, and Mr. Edison had taken out a number of patents. 

I understood from Mr. Lippincott that he was advised that the 
foundation Edison patent was good as a claim for the invention, 
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but that for commercial use the various improvements were very 
important, and that it was very much desired on the part of the 
grapbophone people that he should acquire the right to control the 
phonograph patents, and that his endeavors had been to unite the 
two in one company, the North American Phonograph Company, 
and that in this he bad finally been successful. 

I examined Mr. Lippincott’s contracts with the graphophone com- 
pany, for the purpose of seeing whether, under those contracts, the 
North American Phonograph Company could give a good title, and, 
in the first place, I noticed the eighth clause of the contract of 
March 2, which was, — 

“The party of the second part agrees that he will take appropriate 


measures by personal effort and through advertisement, the establish- 
ment of agencies, and otherwise, to introduce the said instrument.” 


In this connection it was stated to me on the part of Mr. Lippin- 
cott that the method of procedure which he has resolved upon, with 
the consent of the Graphophone Company, was the incorporation of 
the North American Phonograph Company, and the conveyance to 
it of all his rights, under the agreement of July 17, 1888. 

In the same connection my attention was called to the fourth 
clause of the agreement of July 17, 1888, between Mr. Lippincott 
~ and the North American Phonograph Company: “The said Lippin- 
cott agrees to procure for said company, from the proper purties, all 
such authority as may be required to permit the handling or 
exploiting of the phonograph and graphophone together.” 

And in the same connection my attention was called to the sup- 
plemental agreement of Aug. 6, 1888, between the American Graph- 
opbone Company and Mr. Lippincott, which provided in its tenth 
clause, — 

“This supplemental agreement is made upon the understanding 
that the agreements made by said Lippincott and the North Ameri ican 
Phonograph Company dnd Thomas A. Edison shall be fully carried 
out and complied with by the parties thereto.” 

The construction which I placed upon these contracts and my 
understanding of the situation was that the Graphophone Company 
consented to the granting of territorial licenses for the use of both 
phonographs and graphophones, through the North American Phon- 
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ograph Company. After becoming satisfied that adequate territorial 
rights conld be granted by the North American Phonograph Com- 
pany, I caused the New England Phonograph Company to be incor- 
porated with a capital stock of $2,000,000, and was the first 
president of that company. It was incorporated in October, 1888. 
A contract was prepared between the North American Phonograph 
Company and the New England Phonograph Company and was 
finally executed upon Oct. 12, 1888. 

[ Lhe witness here produced a copy of the said contract of Oct. 12, 
1888, which was received with like force as the original. Let a copy 
be printed with the defendants’ papers. | 

We bad considerable discussion as to this contract before it was 
executed. I remember that I objected to the use of the term 
- Phonograph-Graphophone ”, and also to the requirement that we 
should insert the words in our circulars, ete, “ New England Phono- 
graph Company, acting under the authority of the North American 
Phonograph Company and Jesse H. Lippincott, sole licensee of the 
American Graphophone Company”. Mr. Lippincott stated as to 
this, that these words were required by the preceding contracts, and 
were insisted upon by the graphophone people because of the bond 
that he had given. That the sureties had undertaken this matter for 
him, and that the graphophone people did not wish to have anything 
which could be construed as releasing them. The situation as stated 
to me was that the North American Company granted the license 
with the full consent of the Graphophone Company, and the license 
being granted, the New England Company would have a good title; 
and in addition to this, as between Mr. Lippincott and the Grapho- 
phone Company, there was his agreement secured by his bond. 

Upon Oct. 12, 1888, upon the execution of the contract of that 
date, I delivered to Mr. Lippincott, president of the North Ameri- , 
can Phonograph Company, the sum of $100,000 in money, and the 
balance of the capital stock of the New England Phonograph Com- 
pany. JOHN B. GLEASON. 


Sworn to before me this twenty-third day of April, 1895. 
Tuos. L. Tuatrourer, Nolary Public, 


N. Y¥. Co: 
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(No. 8.) 


AGREEMENT BETWEEN THE NortH AMERICAN PHONOGRAPH COMPANY AND 
Tue New Encianp Pxonocrapa Company, Ocroser 12, 1888. 


THIS AGREEMENT, made this 12th day of October, A. D. 1888, by 
and between THE NortH AMERICAN PHoNOGRAPH COMPANY, a cor- 
poration duly organized under the laws of the State of New Jersey, 
owning or controlling | certain patents of the United States of 
America and the Canadas, for inventions of Thomas A. Edison, 
appertaining to what is known as the Phonograph and Speaking 
Phonograph, and acting under authority of and agreement wit 
Jesse H. Lippincott, sole licensee of the American Graphophone 
Company, a corporation duly organized under the laws of the State 
of West Virginia, controlling certain patents of the United States 
of America for inventions of Alexander Graham Bell, Chichester A. 
Bell and Charles Sumner Tainter, appertaining to what is known as 
the Graphophone, lessor and licensor, party ‘of the first part, and 
Tue New Enoianp Pronocrapn Company, a corporation duly 
organized under the laws of the State of Maine, lessee and licensee, 
party of the second part. 


Witnesseth : 


Wuereas, the lessor and licensor, party of the first part; owns or 
controls or has the right to use the Letters Patent of the United 
States granted to Thomas Alva Edison and numbered as follows: 
200,521, 201,760, 213,554, 227,679, 382,414, 382,416, 382,417, 
382,418, 382,419, 382,462, 386,974, respectively, and the inven- 
tions covered thereby, and owns or controls or has the exclusive 
right to use in the United States and Canadas, and may hereafter 
own or control or have the exclusive right to use in the United 
States and Canadas, other inventions of Thomas Alva Edison, which 
are or may be embodied in, or applicable to, Phonographs or Phono- 
graphic appliances ; and, 

Wuereas, the lessor and licensor, party of the first part, acting 
under authority of and agreement with Jesse H. Lippincott, sole 
licensee of the American Graphophone Company, has the exclusive 

right to use or let or sell to others to use in the United States, the 
inventions covered by the Letters Patent of the United States granted 
to Alexander Graham Bell, Chichester A. Bell and Sumner Tainter, 
numbered 341,212, 341, 213, and the Letters Patent of the United 
States granted to Chichester A. Bel! and Sumner Tainter, number- 
ered 341, 214, and the Letters Patent of the United States granted 
to Susuer Tainter, numbered 341,287, 341,288, and the Letters 
Patent of the United States granted to Charles Sumner Tainter, 
numbered 374,133, 375,579, “380,535, respectively, and owns or 


36 


RaPH COMPANY AND 
TOBER 12, 1888. 


or, A. D. 1888, by 
H COMPANY, & cor- 
ite of New Jersey, 
United States of 
homas A. Edison, 
‘aph and Speaking 
d agreement with 
‘ican Graphophone 
> laws of the State 
the United States 
Bell, Chichester A. 
9 what is known as 
the first part, and 
corporation duly 
lessee and licensee, 


first part, owns or 
itent of the United 
abered as follows: 
382,416, 382,417, 
‘ly, and the inven- 
> has the exclusive 
and may hereafter 
use in the United 
Alva Edison, which 
nographs or Phono- 


ie first part, acting 
H. Lippincott, sole 
', bas the exclusive 
: United States, the 
‘nited States granted 
nd Sumner Tainter, 
atent of the United 
er Tainter, number- 
lited States granted 
88, and the Letters 
es Sumner Tainter, 
tively, and owns or 


AGREEMENT OF OOT. 12, 1888. 19 


has the right to use und may hereafter own or have the right to use 
other inventions which or may be embodied in or applicable to the 
Graphophone and Graphophonic appliances, which is to be hereafter 
known and described and designated as the Phonograph-Grapho- 
phone, and desires to extend the use of Phonographs and Phono- 
graph-Graphophones leased and licensed by it, and by the appli- 
ances therefor, under and pursuant to the grant of the exclusive 
rights to the party of the second part herein contained ; and, 

Wuereas, the lessee and licensee, party of the second part, desires 
to obtain such exclusive rights to the use of Phonographs and Phono- 
graph-Graphophones, and for the use of appliances therefor, under 
lease and license from the lessor and licensor, party of the first part, 
und to use and sublet the said instruments, and to use, sell and dis- 
pose of appliances therefor within the territory hereinafter described 
under and pursuant to the terms, restrictions and provisions herein- 
after set forth. 

Now, THEREFORE, for and in consideration of the sum of one hun- 
dred thousand dollars, to be paid to the party of the first part by the 
party of the second part, the receipt of which is hereby acknowledged, 
and for other good and valuable considerations, and in consideration 
of the covenants and agreements herein contained and the rental 
herein agreed to be paid, it is agreed by and between the parties 
hereto as follows: 

First. The rights hereby granted shall remain in force, and this 
agreement shall continue until the 26th day of March, 1903, and for 
such further period, at the option of the party of the second part, as 
shall be equal to the time for which the party of the first part shall 
become authorized to grant any exclusive license under any patent. 
or patents relating to Phonographs or Phonograph-Graphophones or 
improvements therefor, unless sooner terminated, as hereinafter pro- 
vided, and shall extend and exist and be exercised, and the instru- 
ments aud property leased hereunder shall be used only within the 
following described territory, namely, the States of Maine, New 
Hampshire, Vermont, Massachusetts, Rhode Island and Connecticut, 
U.S.A. And the party of the first part hereby covenants and 
agrees that it will grant no other similar rights or any rights for the 
use of the Phonograph or Phonograph-Graphophone, or Phonographic 
or Phonograph-Graphophonic appliances for the foregoing tervitory 
or any part thereof while this agreement shall remain in force. 

Second. The instrument which has been heretofore known or 
designated as the “ Graphophone” shall at all times and in all deal- 
ings, advertisements, agreements and business of the party of the 
second part be known, designated and described as the “ Phonograph- 
Graphophone,” and the instrument heretofore known or designated 
us the “ Phonograph” shall continue to be so known, designated and 
described. In dealing with the public and sub-lessees, the party of 
the second part shali and will at all times offer and show both instru- 
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ments together with absolute impartiality, leaving the person or 
persons with whom it is dealing to make his or their own selection, 
and the party of the second part, its officers, agents and employees, 
shall in no way press the introduction of one instrument at the ex- 
pense of the other, and the commissions or remuneration to agents, 
if any shall be employed, shall be the same on each instrument. 

Third. The party of the second part admits the validity of all 
patents relating to Phonographs, Phonograph-Graphophones and ap- 
pliances therefor now held or which may be hereafter held by the 
party of the first part, or under which ‘it may hold licenses exclusive 
in their character or under which its business may be conducted, and 
the validity of its rights under or title thereto, and will not dispute 
the same or make use of, or be interested in, or cause others to 
make use of or be interested in any Phonographs or Phonograph- 
Graphophones or appliances therefor, or any instrument of a similar 
kind not leased, licensed or authorized by the party of the first part 
or its assigns. Provided, however, that the party of the second part 
may manufacture or be interested in the manufacture and sale of 
such Phonographic or Phonograph-Graphophonic appliances as may 
be approved of in writing by the party of the first part, provided, 
however, that no such authority shall be construed to apply to the 
manufacture of any articles, the right to manufacture which is now 
or may hereafter be vested in the American Graphophone Company, 
or in the Edison Phonograph Company of New Jersey, or in the 
Edison Phonograph Works, pursuant to the several agreements now 
existing between the above-mentioned parties, or either of them, 
and The North American Phonograph Company, and Jesse H. Lip- 
pincott, sole licensee of the American Graphophone Company, or 
either of them. 

Fourth. The party of the first part at the places where Phono- 
graphs or Phonograph-Graphophones are manufactured, or from its 
depot of supplies situate nearest to the general office of the party of 
the second part, will deliver to the party of the second part 
Phonographs and Phonograph-Graphophones and supplies there- 
for, made and to be used under the patents and rights here- 
in described during the continuance of this agreement and as 
herein set forth and permitted, and all Phonographs and Phonograph- 
Graphophones and supplies therefor delivered to the party of the 
second part during the continuance of this agreement shall be deemed 
to be furnished hereunder. Each of said Phonographs and Phono- 
graph-Graphophones so delivered shall remain the property of the 
party of the first part, and is and shall be hereby leased and the use 
of it licensed by the party of the first part under said patents, and 
authority aforesaid now acquired or which may hereafter be acquired 
from the date of such delivery upon condition and so long es the 
rental therefor shall be duly paid to the party of the first part as 
herein provided and so long as the provisions hereof are not violated, 
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but not longer or otherwise, and subject to the terms of this agree- 
ment, the party of the second part may sublet or make sale of said 
instruments as hereinafter provided. ~ 

Fifth. The party of the second part shall pay and hereby agrces 
to pay to the party of the first part a rental at the rate of twenty 
dollars per year on and for each and every Phonograph and on and 
for each and every Phonograph-Graphophone delivered to it, payable 
in equal quarterly payments in advance, said rental to commence for 
each Phonograph or Phonograph-Graphophone on the first day of the . 
first calendar month after its shipment by the party of the first part, 
and shall cease when and continue until the instrument so leased 
shall be returned into the possession of the party of the first part, 


and a notice by the party of the second part. to the party of the first 


part of ten days in writing to its general office in the city of New 
York, of its intention to deliver the said Phonograph or Phonograph- 
Graphophone, shall be considered as a return and delivery of the 
same into the possession of the party of the first part. And _ said 
rental shall cease also whenever proof shall be given satisfactory to 
the party of the first part of the destruction of the same by fire or 
other accident, beyond the control of the party of the second -part. 
Sixth. The party of the second part may sublet the Phonographs 
and Phonograph-Graphophones leased to it by the party of the first 
part under this agreement, but such subletting shall be subject to the 
restrictions and provisions of this agreement applicable thereto, and 
shall be under a sub-lease or agreement in writing, the form of which 
shall be approved by the party of the first part, and each and every 
such sub-lease or agreement shall expressly set forth that the Phono- 
graph or Phonograph-Graphophone so sublet is the property of the 
party of the first part, and that the same is leased and licensed under 
the provisions of this agreement and not otherwise. And no such 
sub-lease shall be made for any period less than three months. For 
each instrument sublet, the party of the second part shall charge the 
sub-lessee rental at the rate of forty dollars per annum (neither 
more nor less) payable in equal quarterly payments in advance. 
Seventh. The party of the second part shall keep all instruments 
leased to it under this agreement in good working condition, and to 
that end shall keep in its employ a sufficient number of persons 
living at different points in its territory, who, while acting as agents 
or solicitors for the party of the second part, shall have sufficient 
knowledge of the instruments to enable them to remedy any slight 
defect in the wor’ing thereof. But whenever any part of an instru- 
ment shall we ~ out from ordinary wear and tear by actual and 
legitimate use, it shall upon its return to the party of the first part 
be replaced by a new part free of charge by the party of the first 
part. When any part shall be broken or rendered ineffective by the 
carelessness or neglect of the party of the second part or its sub- 
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lessee, the same shall be replaced at the expense of the party of the 
second part or of its sub-lessee. 

Eighth. The party of the first part will during the continuance 
of this agreement and the leases thereunder furnish to the party of 
the second part after requisition by it all such extra cylinders for 
use on instruments leased and “ Special Extras” such as records of 
music, orations, novels, or other appliances and parts of instruments 
applicable thereto which shall be sold by the party of the second 
part at prices which shall be fixed from time to time by the party of 
the first part. Such prices shall be uniform in the case of each sub- 
company acting under the authority of the North American Phono- 
graph Company or of Jesse H. Lippincott, sole licensee of the 
American Graphophone Company, and the party of the second part 
shall and it hereby agrees to pay the party of the first part for all 
extra cylinders, “Special Extras,” parts and appliances so furnished 
prices which shall be fixed at twenty per cent. less than the prices 
at which the same shall be sold by the party of the second part to 
others, payments to be made by the party of the second part to the 
party of the first part on the tenth day of each month for all such 
cylinders, “ Special Extras,” parts and appliances delivered during 
the previous month. 

Ninth. The party of the second part shall give immediate infor- 
mation and notice to the party of the first part whenever said party 
of the second part shall know that any one in its territory is using 
an instrument or any appliances thereof or therefor which shall be 
an infringement of the patents or rights owned or controlled by the 
party of the first part; and upon receipt of such information the 
party of the first part will at its own expense at once institute legal 
proceedings or cause them to be instituted for the protection of the 
patents or rights owned or controlled by it. 

And the party of the first part agrees at its own expense to defend 
the party of the second part against all suits for infringement by 
reason of the possession, leasing, use or sale of said instruments, 
supplies or appliances and to pay all final judgments rendered in 
such suits, provided the party of the first part shall have notice of 
such suit und opportunity to defend the same, such notice to be 
given in time to allow the party of the first part to make answer, 
plea or other appropriate defence to the original bill, petition, com- 
plaint or other original pleading and to defend through any counsel 
of its own selection. And the party of the second part shall not be 
at liberty to defend any such suit or legal proceedings on its own 
behalf until the party of the first part shall have refused so to do 
upon demand. 

And the party of the first part further agrees that it will protect, 
indemnify, and save harmless the party of the second part, by rea- 
son of any damages or expenses which it may suffer, incur or sus- 
tain growing out of any proceedings at law or in equily, or any liti- 
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gation which may be br \\ght against or which may injuriously affect 
the party of the second part in the quiet title to or possession or 
enjoyment of the rights and interests hereby granted, or intended to 
be granted, provided the party of the first part shall have opportu- 
nity to defend as aforesaid any suit or proceeding brought against 
the party of the second part. ‘ 

Tenth. If, on the first day of January, 1890, or at any time 
thereafter, there shall be in any portion of the territory covered by 
this agreement a demand for Phonographs or Phonograph-Grapho- 
phones, Special Extras or appliances which the party of the second 
part shall neglect or fail to take appropriate measures to meet, the 
party of the first part may give written notice thereof to the party 
of the second part, and if at the expiration of thirty days thereafter 
the said neglect or omission still continues, the party of the. first part 
may, so long as such default shall continue, but to the extent only of 
such default, proceed to supply the demand through agents or other- 
wise without liability to the party of the second part, provided that 
course shall not interfere with the delivery to the party of the second 
part of instruments, special extras or appliances for which requisition 
shall be made by it under the terms of this Agreement. 

But it is expressly understood and agreed, that if at any time after 
one year from the date of this agreement, the party of the first part 
shall be unable or shall fail to deliver to the party of the second part 
instruments and supplies for which said party of the second part shall 
have made due requisition upon the party of the first part, as such 
requisition is provided to be made in the case of the Phonograph- 
Graphophone by Jesse H. Lippincott upon the American Grapho- 
phone Company pursuant to the agreement hetween said Lippincott 
and said American Graphophone Company under agreement dated 
March 26, 1888, und in the case of the Phonograph as provided it 
shall be made by the Edison Phonograph Company upon Thomas A. 
Edison pursuant to the agreement of October 28, 1887, or by The 
North American Phonograph Company upon said Thomas A. Edison, 
or the Edison Phonograph Works pursuant to the agreement of 
August Ist, 1888, and subject in the case of the Phonograph and 
Phonograph-Graphophone to the several terms of said agreements 
affecting such neglect or failure to supply either of said instruments, 
then the party of the second part shall have the right which the said 
North American Phonograph Company or Jesse H. Lippincott, sole 
licensee of the American Graphophone Company, would then have to 
manufacture or cause to be manufactured instruments or supplies or 
both necessary to fill so much of such requisition as the said North 
American Phonograph Company or Jesse H. Lippincott, sole 
licensee of the American Graphophone Company, shall be unable or 
shall fail to supply, and all costs of said instruments or supplies to 
the party of the second part over and above the cost thereof as de- 
termined by the rentals of Phonographs or Phonograph-Grapho- 
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phones or the prices of special extras and appliances as herein 
provided to the party of the second part shall be borne by the party 
of the first part. 
Eleventh. If on the first day of January, 1890, or at any time 
thereafter, the results of exclusively leasing instruments shill be un- 
satisfactory to the party of the first part, it may require the party of 
the second part to give the public the option -of either leasing or 
purchasing the said instruments, and in such event sales shall be 
made at such reasonable prices which shall be fixed by the party of 
the first part, provided, however, that if such requirement shall be 
made in the case of any one sub-company, it shall be operative in 


the case of all sub-companies acting under the authority of The North | és 


American Phonograph Company or of Jesse H. Lippincott, sole 
licensee of the American Graphophone Company. From the price 
received for any instrument so sold, there shall be first deducted and 
paid to the party of the first part an amount which shall equal the 
uctual cost of said instrument to the party of the first part, and the 
remainder of such selling price shall be equally divided between the 
party of the first part and the party of the second part, settlements 
und payments to be made by the party of the second part on or be- 
fore the 10th day of each month for all sales made during the previous 
month. 

Twelfth. Inthe conduct of its business and in all circulars, 
cards and advertisements there shall appear, and the party of the 


second part shall set forth, as prominently as its own corporate name - 


and in connection therewith wherever it shall occur, the following: 
“New England Phonograph Company, acting.under authority of the 


North American Phonograph Company, and. Jesse H. Lippincott, . 


sole licensee of the American Grapbophone Company.” 
Thirteenth. The party of the first part having made liberal pro- 
.visions for conducting experiments looking towards the improvement. 
and perfection of the Phonograph and Phonograph-Graphophones by 
the respective inventors thereof during the next fifteen years or there- 
abouts, will be entitled to the ownership, use or control of whatever 
inventions are made and patented by such inventors, snd the 
instruments leased or to be leased under this agreement shall have 
the benefit of all improvements and inventions thus secured; and 
any other improvements and inventions which the party of the first 
part may become entitled to the use, ownership or control of during 
the term of this agreement or any extension or renewal thereof, but 
it is expressly understood and agreed that no new patented invention 
of the said Edison shall be used or sold with the Phonograph 
Graphophone, and no new patented invention owned or controlled 
now or hereafter by the Volta Graphophons Company shall he used 
upon or sold with the Phonograph. 
The instruments delivered by the party of the first part under 
this agreement shall at all times possess all the improvements 
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thereon, which, at the time of such delivery or prior thereto have 
been adopted by the party of the first part. And it is further pro- 
vided that if the furnishing of such new improvements or inventions 
shall add materially to the cost of the Phonograph or Phonograph- 
Graphophone, as the same is now known, the question of such 
additional charge, if any, shall be left to an arbitration, the party 
of the first part choosing one arbitrator and the party of the second 
part another, and the two, if they fail to agree, a third, to be chosen 
by the two arbitrators, and the decision of such arbitration or of a 
majority thereof thus made shall be binding upon the parties 
hereto. 

Fourteenth. If the party of the second part shall fail to pay to 
the party of the first part any sum or sums of money which may be 
due under this agreement, and if said default shall continue for the 
period of thirty days after the same shall have become payable, 
and after written demand therefor, or if the party of the second 
part shall violate any other of the terms or conditions of this agree- 
ment and shall persist in such default, violation or neglect or fail to 
remedy or repair the same for sixty days after written notice thereof 
from the party of the first part, or if the party of the second part 
shall become bankrupt, or insolvent, and shall so continue for the 
period of thirty days, then the party of the first part may, if it 
shall so elect, by written notice to the party of the second part (or 
those in charge of any of its offices), immediately terminate all the 
rights granted by the party of the first part hereunder, and take 
possession of and remove all Phonographs and Phonograph-Graph- 
ophones, and supplies therefor, and for that purpose may enter the 
premises of the party of the second part and of all persons claiming 
under it, and may collect from any sub-lessee or purchaser all sums 
then or thereafter due to it, or to the party of the second part, for 
the use or purchase of any instruments, or for supplies therefor, or 
it may, so long as it shall see fit, leave in the enjoyment and use of 
any Phonograph or Phonograph-Graphophone any lessee or other 
person in actual possession thereof, or by or from whom any part of 
the purchase price is unpaid, and collect from him or them such 
sums as may then and thereafter be or become due for the use or 
purchase of the Phonograph or Phonograph-Graphophone, and for 
that purpose shall be entitled to, and may take possession of, the 
premises of the party of the second part used for carrying on its 
business and occupy and conduct the same. The property so taken 
and which does not belong to the party of the first ‘part, or revert 
to it hereunder, may be returned within six months from the taking, 
in which case the party of the first part shall pay to the party of 
the second part a reasonable compensation for its use, or the party 
of the first part may retain the same as its own property and pay 
therefor a reasonable price (not exceeding the actual cost thereof) 

4 (530) 


Pofeun tocteen neem Kepamtadea 


26 EVIDENCE FOR DEFENDANTS. 


within seven months after the taking, and shall account to the party 
of the second part for all the sums collected which shall have ac- 
crued before the party of the first part became so entitled to pos- 
session, deducting all expenses incident thereto and all sums which 
may be due to the party of the first part. The party of the first 
part also expressly reserves to itself all its rights and remedies at 
law and in equity, under the patent laws or otherwise, including the 


remedy by injunction against the party of the second part, or those ~ 


claiming under it, for the use of any of its patented inventions or 
instruments not authorized by a subsisting’ license hereunder, or for 
the violation of any other of its rights. The party of the first part 
may in such event at its own cost and expense also use the name of 
the party of the second part to protect its interests and to enforce 
its rights hereunder. And the said party of the second part hereby 
agrees to execute any and all assignments in accordance herewith 
and in furtherance of the rights of ‘the party of the first part under 
this paragraph. 

Fifteenth. This contract is personal to the party of the second 
part herein named, and any assignment of it or of any of its rights 
granted hereunder, or any or either of them, by act of the patty of 
the second part without the written consent of the party of the first 
part, shall be a violation of this agreement and good and sufficient 


-ground for cancellation thereof by the party of the first part at its 


option. 

Sixteenth. If the party of the first part shall transfer to any 
party, parties or corporation, who shall agree to perform the stipu- 
lations hereof, its title to the Phonographs | and Phonograph-Grapho- 
phones hereby leased, and the patent rights under which they are 
licensed, and its then existing interests hereunder, it is agreed that 
the provisions hereof shall inure to the benefit of and shall be bind- 
ing upon such transferee in respect of all things done or to be done 
under this Agreement as if the transferee were named a party 
hereto, but the party of the first part, said The North American 


Phonograph Company, shall not be released from its obligations - 


hereunder, but shall continue to be answerable hereunder to the 
party of the second part pursuant to the terms of this agreement, as 
if such transfer had not been made. 

Seventeenth. The party of the first part hereby covenants, for 
itself and its assigns, with the party of the second part that it, the 
party of the first part, is at the date hereof fully and lawfully en- 
titled and empowered to make and perform this agreement and 
license and every part thereof, and that it will on demand from time 
to time execute and deliver to the party of the second part all such 
further or other instruments of assurance as the party of the second 
part shall reasonably require. 

Eighteenth. The party of the second part hereby further agrees 
that it will keep its books of account, sales book, records of rentals 
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and other office records in such form, and will make such reports to 
the party of the first part as may be prescribed and directed by the 
party of the first part through its auditor appointed for the purpose 
of organizing and maintaining a general form of records and accounts 
for all sub-companies. 


Nineteenth. It is hereby understood and agreed that the use of - 


the Phonograph and Phonograph-Graphophone, so far as the same 
or either of them is applicable to watches, clocks, or in so far as the 
use thereof has been conveyed by the said Edison to Lowell C. 
Briggs and William W. Jacques, under and pursuant to a certain 
agreement bearing date the first day of October, 1887, is hereby 
excepted and reserved from the terms of this agreement, and that 
this agreement shall not be construed as in any way authorizing the 
party of the second part to use the inventions covered hereby for 
such purposes. But it is further understood and agreed that 50% of 
the profits which may be received by the party of the first part, or 
by Jesse H. Lippincott, sole licensee of the American Graphophone 
Company, shall be divided in such equitable way as may hereafter 
be determined among all the sub-companies licensed by the party of 
the first part. 

Twentieth. The party of the first part further agrees that any 
and all privileges and powers not herein conferred upon the party of 
the second part, which shall hereafter at any time during the contin- 
uation of this Agreement be conferred by the party of the first part 
upon any other sub-company, shall be likewise granted to the party 
of the second part. 

In witness whereof, the parties hereto have caused this instrament 
to be executed, each by its proper officers, and each has caused its 
corporate seal to be hereto affixed the day and year first above 
written. ' 

Tue NortnH American PuonocrarnH Co., [SEAL] 
by Jesse H. Livrincorr, Prest. 


Attest: Grorce H. Firzwinson, Secy. 


Tuer New Encianp PHonocrarH Company, [SEAL] 
by Joun B. Gueason, President. 


DEPOSITION OF THOMAS A. EDISON. 


Thomas A. Edison, being duly sworn, testified as follows: 

Upon Oct. 30, 1888, Jesse H. Lippincott was indebted to me in 
the amount of $175,000., as evidenced by his two promissory notes, 
dated Sept. 28, 1888, for $87,500 each, payable respectively Nov. 
1, 1888, and Dee. 1, 1888. I had agreed to purchase and deliver, 
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if practicable, one hundred and fifty shares of the Edison Phonograph 
Company, owned by Mrs. Mary Hemenway, for the sum of $22,500, 
as will appear by reference to the contract of June 28, 1888, between 
Mr. Lippincott and myself. Upon Oct. 30, 1888, not having pur- 
chased the stock, I deducted the sum of $22,500 from the aforesaid 
indebtedness, leaving the sum at $152,500, for which sum Mr. 
Lippincott gave me his notes as follows: $43,750, payable Jan. 5, 
1889 ; $43,750, payable Feb. 1, 1889; $65,000, payable March 1, 
1889. Mr. Lippincott delivered to me 11,850 shares of stock of the 
Edison Phonograph Company, as security for the payment of the 
notes. ; 

Upon July 22, 1889, the indebtedness of Mr. Lippincott had been 


paid down to $65,000, and interest from Dec. 1, 1888, for which © 


sum Mr. Lippincott gave me his note endorsed by the North Ameri- 
can Phonograph Company (as the three preceding notes were also 
endorsed), and the said stock was redelivered to me as collateral 
security for the payment of the last named note. 

Upon Oct. 31, 1889, the note was extended for two months on a 
renewal note, including the amount of the former note, with interest ; 


in all $68,575, payable with interest upon Dec. 3, 1889. 


Upon Dec. 31, 1889, the note was renewed by a new note for 
$68,575, dated Dec. 31, 1889, and payable April 1,1890, with interest 
from the thirty-first day of October, 1889, which note was made by 
the said Lippincott and endorsed by the North American Phono- 
graph Company, the said stock remaining as collateral to the pay- 
ment of the said note. Upon April 1, 1890, the note was renewed 
to Jan. 10, 1891, with the same endorsement. 

Upon June 1, 1892, the North American Phonograph Company 
had acquired the remaining one hundred and fifty shares of the stock 
of the Edison Phonograph Company. The amount of the said note 
and interest was $78,518.37, all of which remained unpaid. In 
settlement thereof, the North American Phonograph Company exe- 
cuted and delivered to me its promissory note for that amount, dated 
April 1, 1892, with interest, payable ten days after demand; and 
the entire amount of the capital stock of the Edison Phonograph 
Company was delivered to me as collateral. Up to this time I had 
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continued to hold the 11,850 shares of the said stock as collateral as 


aforesaid. 


I was informed by Mr. Lippincott at the time the stock was first 
deposited with me that it was subject to an option given to the, 
American Graphophone Company, who purchased the same for the 
sum of $500,000. I was also formally notified by the American 
Graphophone Company by letter of March 12, 1891 (for letter see 
record American Graphophone Company against Edison Phonograph 
Works, page 248), that the Graphophone Company had this option. 
I recognized the existence of this option in the American Grapho- 
phone Company, and during the time of the existence of this option 
was ready to deliver the stock, if called for, in pursuance of the 
terms of the option agreement, between the said company and Mr. 
Lippincott. 

In August, 1894, sometime after the expiration of the option 
agreement between Mr. Lippincott and the American Graphophone 
Company, the said note remained wholly unpaid, and in pursuance 
of a power of sale which had been given me by the North American 
Phonograph Company, in case of such default, I caused the stock to be 
advertised for sale at public auction and bid in the same at the sale for 
the sum of $10,000. I took this step under the advice of my counsel 
and for the purpose of protecting my legal rights, but subsequently, 
upon learning that the transaction was criticised by some of the 
creditors of the North American Phonograph Company, I gave 
directions that the sale should be cancelled, and now hold the stock 
for the benefit of the North American Phonograph Company subject 
to the payment of the said note, to which it remains as collateral. 


STIPULATION. 


Stipulated, that the foregoing statement shall be received as the 
testimony of Thomas A. Edison, with like force and effect as if duly 
taken by deposition in this action. 

POLLOK & MAURO, 
of Counsel with Complainant. 

JOHN B. GLEASON, 
of Counsel with Defendants. 


EVIDENCE FOR COMPLAINANT. 


DEPOSITION OF JAMES G. PAYNE. 


It is further stipulated that the following is the testimony of 
James G. Payne, taken for complainant by consent, at Washington, 
D. C., before L. P. Wiriutams, Notary Public. 


I was president of the American Graphophone Company, com- — 


plainant herein, from its organization in 1887 until June 27, 1892, 
and during that period gave constant supervision to the business of 
the company. 

I was also a director and the secretary of the Volta Graphophone 
Company, which at that time held the legal title to the patents men- 
tioned in the bill of complaint herein, the American Graphohone 
Company being the exclusive licensee under those patents, and all 
other patents owned by the Volta Graphophone Company relating to 
methods or appliances for or pertaining to the recording and repro- 
duction of sounds. 

The Bell and Tainter patents in suit Nos. 341,214 and 341,288 
are for the art or method of recording sounds by a cutting or grav- 
ing action in wax or a wax-like material, this being the only art or 
method of recording and’ reproducing sounds that has gone into 
commercial use up to the present day, so far as my knowledge 
extends. It was generally known, at the date of the Bell and 
Tainter patents, that the methods of the early Edison Phonograph, 
viz., indenting a record upon tin foil or other pliable material, had 
long been abandoned as impracticable, and the method and appli- 
ances invented and patented by Messrs. Bell and Tainter were 
therefore regarded as fundamental and important. 

The principal matters covered by the said patents are, — 

(1) A sound record cut or engraved in a material resembling 
wax, such sound records being regular articles of manufacture and 
sale, : 

(2) Tablets or blanks in the form of self-sustaining tubes having 
a wax-like recording surface. 

(3) The method of cutting or graving, whereby such records are 
made in tablets or blanks of the kind specified, 
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(4). Improvements in apparatus or machines whereby the sound 
records are made, and the sounds recorded thereon are reproduced. 

Under the two contracts made between the complainant company 
and Jesse H. Lippincott, and dated respectively March 26, 1888, and 
Aug. 6, 1888, the American Graphophone Company, manufactured 
graphophones and supplies and delivered them to said Lippincott, or 
shipped them to such persons or concerns in different parts of the 
country as directed by him, and received from said Lippincott from 
time to time payments of money, as provided in the first contract, 
on accounts duly rendered for the agreed price of said machines and 
supplies, and also received from said Lippincott payments on account 
of royalties for phonographs and supplies leased or sold by himself. 
In addition to these payments the said Lippincott also paid to the 
American Graphophone Company certain sums on account of the 
cost incurred in making experiments, as provided in the seventh 
clause of the agreement of Aug. 6, 1888. 

The books of the American Graphophone Company show that the 


‘cash payments by Lippincott for machines, supplies and royalties, 


beginning March 12, 1889, to and including Aug. 21, 1890, when 
his Jast cash payment was made, amounted in all to $215,592.48 

In addition to such payments, said Lippincott 
is credited on the books with notes and acceptances, 
all given prior to Dec. 22, 1890, amounting to $61,788.24 

The total amount in cash, notes and acceptances 
being . $277,375.72 

On said notes and acceptances a small amount was paid, the 
balance being set off against machines returned. 

The last entry on the books in the account with Lippincott was 
made April 2, 1891, being a charge for factory expense. 

The business relations between complainant and said Lippincott 
continued through the years 1888, 1889 and 1890. At the end of 
the latter year his indebtedness to the company in open account and 
bills receivable amounted to over $60,000. On or about May 1, 
1891, he made a general assignment for the benefit of his creditors 
and went out of business. His death occurred, I believe, in the 
early part of the year 1894. 

During the continuance of the relations between said Lippincott 
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and the complainant, the latter had no business dealings or relations 
with any other person, firm or corporation with respect to the sale, 
use or rental of graphophones or phonographs, the relations of said 
Lippincott to said company as its personal and sole agent being 
strictly maintained on both sides. Great care wus exercised in the 
conduct of the business of the company to avoid any action that 
might possibly mislead third parties as to the relations between the 
company and said Lippincott, and as to the nature and extent of the 
rights which the latter had acquired. On one or two occasions, 
when orders for machines were sent to the American Graphophone 
Company signed by the North American Graphophone Company, 


_ such orders were returned and the attention of the North American 


Phonograph Company called to the fact that we had no relations 


with that company, and sold machines only to Mr. Lippincott. 


The North American Phonograph Company never exercised, or 
claimed the right to exercise, any of the rights and privileges con- 
ferred by the American Graphophone Company upon Mr. Lippin- 
cott, either before or after the failure of the latter, and never at any 
time paid or tendered payment of any royalties for machines or 
supplies of uny sort, and never assumed any of the obligations of 
said Lippincott to complainant. 

Said Lippincott never informed me or the complainant company 
that he intended to transfer, or had attempted to transfer, his rights 
under either of said contracts of March 26 and Aug. 6, 1888, to the 
North American Phonograph Company, and never asked or obtained 
my assent, or the assent of the complainant company, thereto. I 
was not informed, officially or unofficially, of the agreement of July 
17, 1888, between said Lippincott and said North American Phono- 
graph Company, whereby said Lippincott undertook to assign all 
his rights under his agreement of March 26, 1888, with complainant, 
to said North American Phonograph Company. Although I was in 
constant communication with Mr. Lippincott during the year 1888, 
and saw him frequently, he never alluded to the existence of such 
agreement, and certainly, it was never at any time submitted to the 
directors of the American Graphophone Company. It was not until 
some time in the year 1890 (the precise date I cannot fix), that I 
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came into possession of what purported to be a printed copy of said 
agrecment. 

So far from knowing of or assenting to such transfer to the North 
American Phonograph Company, the complainant company required 
said Lippincott, in all his dealings with the public, and in his an- 
nouncements, advertisements, and letter heads, to describe himself 
as the sole licensee of the American Graphophone Company, and he 
uniformly did so, as far as my knowledge extends, until the date of | 
his retirement from business. 

Nor were the contracts made between the North American Pho- 
nograph Company and Lippincott on the one hand, and the New 
England Phonograph Company, the Metropolitan Phonograph Com- 
pany and other local or sub-companies on the other hand, ever 
brought to the attention of the directors of the complainant company 
for action, ratification or for any other purpose. I never had any 
consultations with Mr. Lippincott on this subject. None of these 
local companies nor any representative of them ever, to my knowl- 
edge, inquired of the American Graphophone Company as to the 
rights of Mr. Lippincott, or applied for ratification of the franchises 
which they claimed to have received from him. Neither I, nor the 
complainant company, was ever informed of the consideration given 
by said local companies for their franchises, and no part of such con- 
sideration passed to complainant. 

Knowledge of the existence of local or sub-companies came to us 


- about the time we began manufacturing and shipping machines, the 


directions from Mr. Lippincott being to ship machines to various 
concerns, naming them by corporate names. I did not, however, 
know, at the time these contracts with local companies were made, 
what they contained, and it was only in a casual way, and at a much 
later time, I think in the year 1890, that the American Graphophone 
Company received, in what manner I do not now recall, copy of an 
agreement between the North American Phonograph Company and 
the sub-company formed in Michigau. I never saw the contract 
between the North American Phonograph Company and the New 
England Phonograph Company, and never heard of the terms thereof 
or what, if any, consideration passed from the latter company to the 
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former. The American Graphophone Company was not party or 
privy to that agreement, and received no part of the consideration 
said to have been paid therefor. 

After the failure aud assignment of Mr. Lippincott, and when it 
became evident to the complainant company that he was hopelessly 
bankrupt, and moreover was physically incapacitated from doing 
business, the American Graphophone Company resumed the rights 
which had been granted to said Lippincott (beginning in October, 
1891) and established agencies for the sale of machines and supplies 
in different parts of the country. There bas been no attempt by any” 
one to interfere with or restrain the American Graphophone Com- 
pany in the exercise of those rights. No person, firm or corpora- 
tion has claimed to be the successor of said Lippincott as the agent 
or licensee of the American Graphophone Company; but on the 
contrary, the relations created by the two agreements of March 26, 
1888, and Aug. 6, 1888, have been at an end since the year 1891, 
and have been so treated by all parties thereto. 


JAMES G. PAYNE. 


Sworn to and subscribed before me this twenty-fifth day of April, 
1895. 


{seau] L. P. Wivirams, Notary Public. 


Counsel for complainant also offers in evidence printed copies of, 
the patents sued on, viz., No. 341,214, granted to Bell & Tainter, 
and No. 341,288 granted to S. Tainter, it being stipulated and agreed 
that such copies may be read in evidence, with the same force and 
eflect as if the originals themselves were produced and duly proved. 


PHILIP MAURO, 
of Counsel with Complainants. 


JOHN B. GLEASON, 
of Counsel with Defendants. 


COPY 


from 
ARCHIVES BRANCH 
FEDERAL ARCHIVES & RECORDS CENTER 
Waltham, Massachusetts 


LF PEE LE a 


Raymond R. Wil 
Research Library 


tts 
ts, N. 


re 


Counsel for 


S 


f. Complaint 


0 


£ 
Po) 
8 
wo 
Oo: 
E 
Liey 
p} 


Wal 


ts 
’s Bill 


att 
oyne, 


stric 


lainant 
c. G, Burg 


~ Dis 
Defend: ? 


as 
Comp 


I acereik duccurseternnientnated tite caster nee ncerremnetenieret nent Ti pene 


United States Circuit Court, 


DISTRICT OF MASSACHUTETTS. 


AMERICAN GRAPHOPHONE COMPANY, 
Complainant, 


AGAINST 


THE New EnGiuanp PHONOGRAPH 
Company, A. P. Martin and A. N. 
‘SAMPSON, 

Defendants. 


Brief for Defendants on their Plea to the 
Bill of Complaint. 


Upon March 26, 1888, the American Graphophone 
Company entered into a contract with Jesse H. Lippin- 
cott, granting him an exclusive right to sell grapho- 
phones. Mr. Lippincott agreed to take 5,000 machines 
in each year after the first, and to pay a price averaging 


_ about $40 apiece for each machine. The eighth clause 


of this agreement provided : 

“8. The party of the second part agrees that he will 
take appropriate measures by personal effect and 
through advertisement, the establishment of agencies 
and otherwise, to introduce the said instrument and 
provide for instruction in its use and to create a demand 
for the instrument throughout the territory covered by 
this contract and to supply the necessary capital for 
these purposes; and the party of the second part 
especially agrees to devote such time, skill and service 
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Brief for Defendants on their Plea to the 
Bill of Complaint. 


Upon March 26, 1888, the American Graphophone 
Company entered into a contract with Jesse H. Lippin- 
cott, granting him an exclusive right to sell grapho- 
phones. Mr. Lippincott agreed to take 5,000 machines 
in each year after the first, and to pay a price averaging 
_ about $40 apiece for each machine. The eighth clause 
of this agreement provided : 

“8. The party of the second part agrees that he will 
take appropriate measures by personal effect and 
through advertisement, the establishment of agencies 
and otherwise, to introduce the said instrument and 
provide for instruction in its use and to create a demand 
for the instrument throughout the territory covered by 
this contract and to supply the necessary capital for 
these purposes; and the party of the second part 
especially agrees to devote such time, skill and service 


2 


as may be required for the proper conduct of the said 


business. 
«9. This contract shall terminate in fifteen years 
from this date. * * * 


‘« 10. If either of the parties heres shall fail to keep 


and perform the provisions, conditions and covenants 
of this agreement, the other party shall have the right 


to terminate the same upon thirty days’ notice in writ-— 


ing, without prejudice to their existing claims. * *° * 


“The party of the second part shall as a condition 
precedent deliver to the said company, or its president, 
his bond in the sum of $200,000 with sureties.” * * * 

The foregoing extracts are thought to contain all the 
portions of this contract which will be referred to by 
either party upon the argument. ‘The entire contract 
is printed in the Edison Phonograph Works Record, 
pages 188-194. 

Mr. Lippincott seems to have made this contract in 
the kelief that the Graphophone Company controlled 
the patents upon talking machines. Cleveland Walcutt 
testifies in his deposition (Edison Phonograph Works 
Record, p. 64) that Mr. Lippincott became aware 
shortly after acquiring his rights from the Graphophone 
Company of the basic patents of Mr. Edison on the 
machine known as the phonograph. It is undisputed 
that Mr. Edison was the original inventor of the phono- 


graph. The first patent upon the phonograph was ° 


granted to Mr. Edison upon February 19, 1878; the 
number of the patent is 200,521, and it is printed in full 
in the Edison Phonograph Works Record at page, 378. 
That patent was a foundation patent, and all subsequent 
patents for talking machines are based upon the prin- 
ciple described in that patent. Lhe patent declares 
that “the invention consists in arranging a plate, 
diaphragm or other flexible body capable of being 
vibrated by the human voice or other sounds in con- 
junction with a material capable of registering the 
movements of such vibrating body, by embossing or in- 
denting or altering such material in such a manner that 
such register marks will be suflicient to cause a second 
vibrating plate or body to be set in motion by them, 
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The patents owned by the complainants were the 
patents of Chichester A. Bell and Sumner Tainter, of 
which the first was granted in 1886 for improvements in 
speaking machines, using the principle above described. 
After these patents were taken out Mr. Edison took out 
several important patents in 1888. 

The complainant and Mr. Lippincott fully recognized 
the necessity of acquiring the basic patents of Mr. 
Edison, the manner of obtaining control of these 
patents was carefully discussed and considered between 
the complainant and Mr. Lippincott (see deposition of 
Cleveland Walcutt, Edison Phonograph Works Record, 
pp- 54 and 55, and deposition of 'Thomas R. Lombard, 
pp. 134 and 150). 

In the spring of 1888, James G. Payne was the 
president of the American Graphophone .Company. 
Mr. Payne testifies in his deposition (see Edison 
Phonograph Works Record, p. 110, Q. 16) that he sug- 
gested to Mr. Lippincott the plan of buying up the 
Edison Patents. The feeling which existed between 
some of the officers of the Graphophone Company and 
Mr. Edison was such that it was determined by the 
graphophone people to conduct the negotiations 
through Mr. Lippincott. Mr. Payne stated in his 
letter of May 23, 1888, to Mr. Lippincott (Edison 
Phonograph Works Record, p. 237), “ our company 
will not deal with the Edison people through any one 
but you.” 

Mr. Lippincott, under the direction of the complain- 
ant, entered into negotiation for the control of the 
Edison Patents. These patents in 1888 were owned by 
the Edison Phonograph Works. These three Edison 
companies were controled by Mr. Edison. 

And at page 370 of the E. P. W. Record, Mr. Payne 
says: ‘ The feeling became general among the stock- 
holders |of the Graphophone Company] that it would 
be better to harmonize the two interests than to have 
what might prove an injurious competition. Therefore, 
through Mr. Lippincott, who had made his first con- 
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tract. with us, an arrangement was made with Mr. 
Edison, which brought about this result.” 

Upon June 25, 1888, the Board of Directors of the 
complainant company adopted the following resolu- 
tions : 

“ Resolved, that this board will recommend for the 
ratification of its stockholders and the approval of the 
Volta:Company the increase of the capital stock of this 
company to $1,200,000 or more, and the use of $500,000 
of the proceeds of said increase in the purchase from 
Jesse H. Lippincott of all of Mr. Edison’s patents, 
rights and franchises in the United States and Canada 
relating to the recording and reproduction of speech 
and other sounds, without reservation except as to 
clocks, and including all the stock of the Edison Speak- 
ing Phonograph Company ; and any further improve- 
ment relating to the recording and reproduction of 
speech and other sounds hereafter made by Mr. Edison 
shall become the property of, and be transferred to, 
the Volta Company, without the payment of any other 
consideration ; but, on any special phonograph or 
special extra which shall be invented by Mr. Edison, 
and which this company shall sell, the said Edison 


shall be entitled to a royalty of fifteen per cent. on the — 


- proceeds of sale. 

“ Provided, that any allowance made by Mr. Lippin- 
cott to Mr. Edison for experimental expenses shall 
also be made to Mr. Taintor for like expenses and on 
like terms.” 

“ Resolved, that, in event that the arrangement re- 
ferred to in the foregoing resolution is made, this 
board will recommend the change of the name of this 
company to the ‘ United Phonograph-Graphophone 
Company.’ ” : 

This resolution was forwarded to Mr. Lippincott, 
together with a letter from Mr. Payne, in which he 
states : 

“ T enclose copy of a résolution passed at a meeting 
of the board last evening. You will see that it excludes 
several of the features of your proposal to Mr. E. and 
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suggests a method of meeting his desire to per petuate 
the name of his instrument. 

“ Uvon the point of placing the two instruments on the 
market, and allowing him to manufacture the phono- 
graph, a serious difficulty is suggested. What is the 
phonograph ? Is it the tinfoil cylinder or tablet and the 
process of indentation, or is it the wax surface and the 
process of engraving ? In other words, is it the grapho- 
phone ? 

“In the present condition of uncertainty as to what 
he might claim to be the phonograph, there would be a 
possibility of serious difference in the future ” (Edison 
Phonograph, Record, p. 238). 

Upon June 28, 1888, Mr. Edison entered into a con- 
tract with Mr. Lippincott, to sell to him the entire — 
capital stock of the Edison Phonograph Company for 
$500,000 (for this contract see Edison Phonopraph 
Works, Record, pp. 8 to 11). Mr. Lippincott at once 
advised the complainant company of this contract (see 
Letters Edison Phonograph Works, Record, pp. 239- 
241). 

Mr. Lippincott also purchased the entire capital 
stock of the Edison Speaking Phonograph Company 
for the sum of $200,000. The complainant company 
did not take further proceedings under its resolution of 
June 25, 1888. 

The plan of increasing its capital stock to an amount 
sufficient to provide for the payment of $500,000 was 
abandoned in favor of the following plan: It was de- 
termined that a company to be known as the North 
American Phonograph Company should be incorpor- 
ated to exploit both the phonograph and the grapho- 
phone. That sub-companies should be incorporated 
possessing exclusive licenses. That a portion of the 
stock of these companies should be offered to the pub- 
Ne for subscription, and that the public should furnish 
the money necessary to make the payments to provide 
for the exploitation of the business. 

Accordingly, upon July 14, 1888, the North Ateriean 
Phonograph Company was incorporated with a capital 
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Edison Phonograph Works, Record, p. 196). 
Upon July 17, 1888, an agreement was entered into 


between Jesse H. Lippincott and the North American: 


Phonograph Company (for agreement see Edison 
Phonograph Works, Record, pp. 200-202). By this 
agreement the North American Phonograph Company 
issued $6,560,000 of its stock to Mr. Lippincott in con- 
sideration of an assignment to it of the contract of 
March 26, 1888, between the complainants and Lippin- 
cott, and of the contract of June 28, 1888, between 
Edison and Lippincott ; and the further agreement 
among others: ; 

“4, The said Lippincott agrees to procure for said 
company, from the proper parties, all such authority as 
may be required to permit the handling or exploiting 
of the phonograph and graphophone together.” “ 11, 
The said Lippincott will at any and all times hereafter, 
make, execute, sign and seal and deliver any and all 


contracts, agreements, assignments and other papers 


which may be necessary to carry out the spirit and in- 
tent of this memorandum, and to fully vest in com- 
pany the rights, privileges and license intended to be 
acquired by said company.” _ 

Upon August 1, 1888, a contract was made between 


Mr. Edison, the North American Phonograph Company > 


and Mr. Lippincott (for complete contract see Edison 
Phonograph Works, Record, pp. 16-18). By this con- 
tract it was agreed that the phonograph should be ex- 
ploited as the phonograph, and the graphophone as the 
phonograph-graphophone. That in order that no 
misunderstanding should arise as to what these instru- 


ments were, a standard phonograph was marked and ~- 


designated, and also a standard graphophone. That 
subsequent patents of Mr. Edison should be used only 
on the phonograph, and that subsequent patents of the 
graphophone people should be used only on the grapho- 
phone. ‘It being the intention hereof that each in- 
strument shall remain distinct and shall not be infringed 
by the use of parts or features of construction of the 
other.” ‘ 
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It is not disputed but that the phonograph thus 
marked contained the wax cylinder and all the features 
of the phonograph sold by the North American Phono- 
graph Company and by the defendant here, except as 
modified by subsequent patents of Mr. Edison. Mr. 
Edison testifies to this fact fully (Edison late 2 
Works, Record, pp. 161-169). 

Upon August 1, 1888, a contract was entered into 
between the North American Phonograph Company, 
Jesse H. Lippincott and the Edison Phonograph 
Works (for complete contract see Edison Phonograph 
Works, Record, p. 24). 

This contract recites : 

“ WuHeErkas, the party of the first part is about to un- 
dertake the introduction and exploitation of the phono- 
graph, and the various devices and apparatus used in 
connection therewith, and the supplies therefor, and is 
desirious of having the said phonograph and supplies 
manufactured by the party of the second part ; now it 
is agreed as follows :- 

.“Finst. The party of the first part hereby agrees to 
grant, and hereby does grant, to the party of the -sec- 
ond part, the sole and exclusive right to manufacture 
the phonograph and the various devices and apparatus 
used in connection therewith and supplies therefor, 
in perpetuity : and agrees that it will not authorize the 
manufacture thereof by others. * * * 

“Srconp. The party of the first part does not possess 
the right to authorize the manufacture of the phono- 
graph-graphophone, but it agrees that when the com- - 
pany owning such invention is prepared to let contracts 
for any considerable quantity of said instruments, the 
said North American Phonograph Company will secure 
for the said Edison Phonograph Works the opportunity 
to estimate-on them and to compete with other manu- 
facturers for the work on equal terms.” * * * 

All these contracts were made by Mr. Lippincott, 
acting under the direction of the American Grapho- 
phone Company, except that Mr. Payne, president of 
the American Graphophone Company, testifies that the 
contract of July 17, 1888, was not submitted to the 
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American Graphophone Company, and that they did 
not know until subsequently of the conveyance from 


Lippincott to the North American Phonograph Com- — 
pany. But it is undisputed that, before any of these ~ 
contracts were made, the complainant company had - 


formulated the plan, which was subsequently carried 
out, of developing the business by means of a parent 


company, which should grant exclusive licenses to sub-. 


companies. In this connection I call attention to the 
minutes of the Graphophone Company, at page 279 of 
the Edison Phonograph Works record. At this meet- 
’ ing it was resolved “that the board will approve a 
modification of Mr. Lippincott’s contract, so as to ena- 
ble him to handle the phonograph as well as the 
graphophone, provided the agreement with Mr. Edison 
be substantially ast provided in the following amended 
proposal and the letter of Mr. Lippincott accompany- 
ing the same.” * * * The letter of Mr. Lippincott 
to Mr. Edison which was incorporated into the forego- 
ing resolution contains the statement: ‘“ My associates 
are not satisfied to make the purchase, coupled with all 
the conditions that you mention. 

“First, they are of the opinion that, after paying 
you a large sum of money for what you now have, they 
should not be obliged to pay a royalty for the use of 
what they already hold the title to. 

“Second, on account of my contract with the 
Graphophone Company I am obliged to take so many 
instruments each year. That company is not willing 


to give you the exclusive manufacturing of said instru-- 


ments.” The minutes of the Grophophone Company, 
printed in the Edison Phonograph Works. Record, at 
pages 279 to 28.1, show that all the contracts were care- 
fully considéred by the American Graphophone Com- 
pany, and were modified so as to meet their approval, 
and that Mr. Lippincott acted entirely under their 
direction. 

The contract of June 28, 1888, made between Edison 
and Lippincott, under the direction of the American 
Graphophone Company, recites (E. P. W. R., p. 8): 
“ Whereas the party of the second part is desirous of 
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causing the formation of a corporation which will, when 
formed, acquire and possess the necessary authority-to 
exploit and introduce commercially the said phono- 
graph as well as a certain other instrument known as 
the graphophone, and which shall in fact engage in the 
introduction and exploitation thereof. 

“ First. The party of the second part agrees to buy 
from the party of the first part the entire capital stock 
of the Edison Phonograph Company, excepting one 
hundred and fifty shares, for $500,000, * * * 

“Seconp. The party of the second part shall, within 


twenty days from the execution hereof, form or cause 


to be formed a corporation, called the American Pho- 
nograph Company, which corporation shall engage in 
the business of exploiting and introducing the phono- 
graph commercially.” * * * 

Therefore, the American Graphophone Company 
knew from this contract that it was agreed between 
Edison and Lippincott that the American Phonograph 
Company should possess the necessary authority to 
exploit both the phonograph and the graphophone. 
The American Graphophone Company also knew of the 
incorporation, upon July 14, 1888, of the North Ameri- 
can Phonograph Company, and that this company was — 
incorporated in pursuance of the agreement of June 
28, 1888, between Edison aud Lippincott. The claim 
that the American Graphophone did not know of the 
conveyance from Lippincott to the North American 
Phonograph Company is obviously a technical and un- 
important claim. The American Phonograph Com- 
pany knew that the arrangement as made contemplated 
the organization of a parent company, which should 
have full authority to exploit both instruments. It is 
true that the American Graphophone Company, not- 
withstanding the incorporation of the North American 
Phonograph Company, did continue to transact busi- 
ness with Mr. Lippincott, but the witnesses testify that 


‘the reason for this was in order that the bond which 


had been given by Mr. Lippincott should not be 
affected, and that the company might retain the benefit 
of its personal agreement with Mr. Lippincott. 
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It also appears from the minutes of the American 
Graphophone Company of June 24, 1888 (Edison Pho- 
nograph Works Record, p. 283), that, as early as June 


24, 1888, the plan of the parent company and the sub- — 


companies had been determined upon. “The chair 


- notitied Mr. Lippincott that, when he came to make his 


contracts with the proposed agency. company or com- 
panies, this company would require him to furnish it 


with copies of same beforehand, and that all such con- 


tracts would be subject to its approval.” * * * 

“Mr. Lippincott agreed that, if any sub-companies 
were organized for the agency business, they should 
bear the same name as the parent company, with a 
prefix to indicate their local character.” 

Upon August 6, 1888, the Board of Directors of the 
American Graphophone Company approved of the 
making of two agreements with Mr. Lippincott, and 
these agreements were subsequently executed. One 
agreement is termed the supplemental agreement and 
the other the option agreement. The supplemental 
agreement fixed the selling price of the graphophone at 
$100, and also provided that Mr. Lippincott should 
pay the Graphophone Company the sum of $10 on 
every phonograph sold or leased, and that, if the 
American Graphophone Company exercised .its option 
to buy the Edison stock, then, that Mr. Lippincott 
should pay $20 on every phonograph sold or leased. 
The tenth claim of the supplemental agreement pro- 
vided: ‘This supplemental agreement is made upon 
the understanding that the agreements made by said 
Lippincott and the North American Phonograph Com- 
pany and ‘Thomas A. Edison shall be fully 
carried out and complied with by the parties 
thereto.” By the making of the foregoing con- 
tracts the American Graphophone Company secured 
to itself the right to manufacture graphophones 
free from any claim under any of the Edison Patents 


which had been taken out prior to August 6, 1888,” 


That is to say, the graphophone company was not at 
liberty to adopt any more of the Edison patents than it 
might already have taken, but might manufacture the 
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instrument marked the standard graphophone. And 
on the part of the Edison phonograph people they in’ 
like manner might manufacture and sell the instrument 
known as the standard phonograph. And the agree- 
ment of August 6, 1888, expressly required Mr. Lippin- 
cott to proceed with the plan of exploiting both the 
phonograph and graphophone together by means of 
the North American Phonograph Company. 

Mr. Lippincott, still acting under the direction of 
the American Graphophone Company, proceeded with 
the incorporation of sub-companies throughout the 
United States. 

Upon August 9, 1888, Mr. Lippincott wrote to the 
American Graphophone Company as to the form of the 
announcement under which the public should be invited 
to pay their money to the enterprise: “In regard to 
the announcement to be made to the public, if you con- 
sult my wishes in the matter, I would simply say that 
I was given permission to handle the phonograph in. 
connection with the’ graphophone; that both instru- © 
ments will be placed on the market, and the publie will 
be allowed to make their own selection ; that all differ- 
ences between the two companies have been amicably 


-arranged and no litigation would ensue.” Within a 


few months following this letter local companies were 
organized possessing in the aggregate capital stock of 
over $20,000,000. The public were invited by innum- — 
erable advertisements and prospectuses to subscribe to 
the stock of these local companies. It appears at page 
346, of the E. P. W. R., that there were thirty-two sub- 
companies formed; that the North American Phono- 
graph Company received in cash about $1,000,000 from 
the public by subscription, and in stock over $4,000,000. 
The American Graphophone Company was fully con- 
versant with all these proceedings and fully approved 
them. It recognized these sub-companies us its own . 
agencies, and appointed Edwin D. Easton, one of its 
own directors, as an inspector of the local phonograph 
companies (E. P. W. R., p. 296). Large sums of money 
were received by the American Graphophone Company 
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1. The agreement for the formation of a corporation 
which should have authority to exploit both the phono- 
graph and the graphophone was procured by the com- . sg: et 
plainant. é : 2 eis 


2. The definition of the phonograph andthe definition 
of the graphophone, and the provisions that the graph- 
ophone company should be allowed to manufacture - see | 
standard graphophones and the Edison Company : ee | 
standard phonographs was procured by the complain- RES" e. 
ant company for its benefit, and without such an agree- 
ment the complainant company would have been 
entirely unable to transact any business whatever. 


3. Mr. Lippincott was the agent in fact of the graph- 
ophone company throughout the whole transaction. 
The licenses conferred upon the various sub-companies 
were conferred with the approval of the American 
Graphophone Company and for its benefit. 


4. From the facts that thirty-two sub-companies 
possessing an aggregate capital of $20,000,000 were 
formed under exclusive licenses, and that the public 
were led to subscribe large sums of money upon the 
uncontradicted statement that these companies possessed 
exclusive licenses good for fifteen years, and that all 
patent litigation had been avoided ; and that the Ameri- 
can Graphophone Company recognized the sub-com- 
panies, treated them as its agencies, appointed dele- 
gates to attend their conventions, &c., the complainant 
company is estopped to say that it was ignorant of any 
fact connected with the organization of the sub-com- 
panies, and the Court must find upon the evidence that 
the complainant company is charged with the full ap- . 
parent scope of the various agreements by which licenses 
were conferred upon the various sub-companies. 


5. The American Graphophone Company cannot be 
heard to say that it was ignorant of the contract of 
July 17, 1888, between Jesse H. Lippincott and the 
North American Phonograph Company... Upon the 
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part of the New England Pkonograph Company it is 
testified that it made the large payments above men, 
ah. tioned, relying upon the contracts as upon their face 
| they appeared to be, and the statements of Mr. Lippen- ~ 
( cott that he was acting under the authority of the 
complainant company. 


6. The contracts fully establish the license. The By the ag 
contract of March 26, 1888, is a personal contract be- complainant 
tween the complainant and Mr. Lippincott. It requires phonographs 


him to devote his personal efforts to the business of 
the graphophone company. There is an ambiguity in 
this contract, arising from the following facts: The 
contract is for fifteen years, but may be terminated © 
upon thirty days’ notice after the failure of either party 

to comply with its provisions. Nevertheless, Mr. Lippin- 
cott is required to take appropriate measures by estab- 
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any claim or infringement under the Edison Patent. are very [7 
Hi Therefore, the graphophone company approved the ant compé 
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“to procure for said company from the proper parties, 
all such authority as may be required to permit the 
handling or exploiting of the phonograph and grapho- 
phone together.” By the eleventh clause of this 
agreement he agreed “ to fully vest in the company the 
rights, property, privilege and license, intended to be 
acquired by said company.” 

By the agreement of August 6, 1888, between the 
complainant and Mr. Lippincott, the plan of selling 
phonographs and graphophones together was approved, 
and in the tenth clause of the supplemental agreement 
it was stated that it was made “ upon the understand- 
ing that the agreement made by the said Lippincott 
and the North American Phonograph Company and 
Thomas A. Edison, shall be fully carried out and com- 
plied with by the parties thereto. Now, on behalf of 
the defendant company, it is testified that all of these 
agreements were exhibited to the defendant company 
as an inducement for it to accept the contract for. 
fifteen years, and that it made the contract of Octoker 
12, 1888, relying upon the contracts, as upon their face 
they appeared to be. The defendant had the right to 
rely upon these contracts. The contract of June 28, 
taken in connection with the supplementa] agreement of 
August 6, 1888, was of itself sufficient to estop the 
complainant to say that the North American Phono- 
graph Company did not, upon October 12, 1888, possess 
the necessary authority to grant the license. The cir- 
cumstances under which the complainant company 
claims to be ignorant of the contract of July 17, 1888, 
are very peculiar. Upon June 24, 1888, the complain- 
ant company knew, as appears by its own minutes, that 
Mr. Lippincott proposed to make contracts with an 
agency company, and Mr. Lippincott was notified at 
the directors’ meeting “that the company would 
require him to furnish it copies of the same before- 
hand, and that all such contracts would be subject to 
its approval.” That the complainant company in fact 
knew of everything that was done by Mr. Lippincott 

is obvious from the record, and the reason why the 
complainant did not directly ratify the contract of July 
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17, 1888, is also shown by the record. The complain- 


ant wished to retain the full benefit of the contract 
providing for the personal services of Mr. Lippincott, 
as well as of the bond which he had to give under that 
contract. Therefore, by the supplemental agreement 
of August 6, 1888, Mr. Lippincott’s sureties were re- 
quired to assent to the modified agreement and to 
remain liable. 

After the execution of all these agreements, includ- 
ing all of the contracts with the sub-companies, the 
American Graphophone Company had obtained what it 
desired. The sub-companies had the rights to sell both 
phonographs and graphophones, and were required to 
sell them impartially. The complainant believed that 
the graphophone was so superior an instrument that the 
public would take it in preference to a phonograph. 
But in the event that the phonograph should turn out 
to be the better instrument the graphophone company 
‘had the option to buy the entire phonograph rights for 
$500,000 of its capital stock; and they were further 
protected by the personal agreement of Mr. Lippincott, 
to pay them ten dollars upon each phonograph sold or 
leased. The complainant fully accepted and ratified 
the situation, and, with full knowledge of the fifteen 


years’ license granted to the sub-companies, treated 
them as its agencies. 


Point Ir. 


1. The complainant is estopped to say that the de- 
fendant cannot sell phonographs and graphophones. 
The defendant approved of the incorporation of the 
_ sub-companies and approved of the prospectuses 
issued upon their incorporation, by which the public 
were led to subscribe to the companies upon the faith 
of the statement that the sub-companies possessed 
good licenses and that all litigation had been avoided. 


2. The agree! 
ard phonograp! 
tirely independ 
feiture. This | 
contest the gra 
the phonograp 
upon the stand 
know, as matte 
ant’s devices a 
We do know t 

ment upon the 
avoiding litiga 
sell the phono 
upon their me 
might do so d 


The defenc 
is not claime 
president Ge 

_haye sold ar 
“such as it ha 
fact, no pho! 
by the Edis 
phones exce 
pany. 
} 3 


1 


All the iz 
present tim 
of the com] 
royalties uj 
of ‘Thomas 


Raymond R. Wile 
Re 


2omplain- 
: contract 
ppincott, 
ader that 
greement 
Were re- 
t and to 
, includ- 
mies, the 
d, what it 
sell both 
juired to 
‘ved that 
ithat the 
nograph. 
turn out 
ompany 
ights for 
: further 
‘pincott, 
i sold or 
ratified 
. fifteen 
treated 


the de- 
ohones. 
of the 
ectuses 
public 
e faith 
ssessed 


ided. 
4 


17 


2. The agreement providing for the sale of the stand- 
ard phonograph and the standard graphophone is en- 
tirely independent of any time limit or clause of for- 
feiture. This defendant has agreed that it will not me 
contest the graphophone patents nor use them upon ee ee 
the phonograph, except in so far as they were used ; 
upon the standard phonograph of 1888. We do not 
know, as matter of fact, whether any of the complain- 
ant’s devices are used upon the phonograph of 1888, 

We do know that the graphophone was an infringe- 
ment upon the phonograph. © For the very purpose of . 
avoiding litigation, now forced upon us, we agreed to 

sell the phonograph aud the graphophone impartially 

upon their merits, and the complainant agreed that we 

might do so during the term of our license. — 


Point III. 


The defendants have sold only under the license. It 
is not claimed that the defendant company and its 
president Gen. Martin and its manager Mr. Sampson = 
haye sold any phonographs or graphophonés except | 
‘such as it has received under its license. In point of ; 
fact, no phonographs have been manufactured except 
by the Edison Phonograph Works, and no grapho- 
phones except by the American Graphophone Com- 
pany. 


Point IV. 


All the instruments sold by the defendant up to the 
present time have been sold with the express consent 
of the complainant, and the complainant has received 
royalties upon them. This is shown by the testimony 
of Thomas R. Lombard and Cleveland Walcutt. I be- 
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ographs have been manufactured for several years and 


that all the phonographs manufactured have been in- : 


cluded in Mr. Lippincott’s account with the complain- 
ant. While, as to the graphophones, none have been 
put out except such as have come from the complain- 
ant’s own factory and delivered to the sub-companies 
for the purpose of being sold. 

The New England Phonograph Company, however, 
will not be satisfied to have its plea upheld on this 
narrow ground. It has issued its entire capital stock 
in exchange for this license, and no act or omission on 
the part of the New England Phonograph Company is 
asserted by the complainant as a cause of complaint, 
except the fact of its attempting to do business under 
this license. : 

The authority conferred upon the defendant was 
ample. This defendant is ready to pay to the proper 
parties all such sums as may be necessary in order to 
procure phonographs and graphophones under its 
license. The amount which the defendant company 
has agreed to pay for the instruments is fully sufficient 
to provide for the payment of all sums which may be- 
come due to the complainant or to any one else upon 
separate machines. It is, therefore, immaterial to dis- 
cuss in the present case whether the complainant is en- 
titled to receive the sum of $10 royalty upon phono- 
graphs sold. It appears from the contracts that this 
sum was agreed upon between the complainant and 
Mr. Lippincott as a personal matter between them, to 
compensate the complainant company for allowing Mr. 
Lippincott to devote a portion of his time to the sale 
of phonographs. However this may be, the question 
is not involved here. In the present suit the com- 
plainant is endeavoring to repudiate the agreement. 
As soon as the agreements are upheld the complainant 
will find no difficulty in receiving from the different 
companies all such sums as they should pay to the 
complainant under their agreement.. The ¢onstruction 
of the contract does not involve any hardship towards 


lieve that the complainant’s counsel will concede this Ss 
fact upon the argument. The case shows that no phon- — 
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thecomplainant company. This agreements provide for 
satisfactory and abundant compensation to it. Upon 
the other hand, the existence of the sub-companies de- 
pends upon the maintenance of the rights conferred 
upon them by the agreements. The right conferred 
upon the North American Phonograph Company to 
exhibit both the phonograph and graphophone was 
not conditioned upon any clause of forfeiture. The 
agreement as to the phonograph and graphophone was 
an independent agreement, as was also the plan in 
which the complainant fully acquiesced—of exploiting 
the instruments by sub-companies possessing licenses 
for a fixed period. 


Point V. 


The defendants have maintained the truth of their 
plea. This point is so fully argued in the brief in the 


Edison Phonograph Works Case, submitted herewith, 


that it is unnecessary to add to what is there said. 
The plea should be sustained and the bill of com- 
plaint dismissed. 
Joun B. GLeason, 
Of Counsel for Defendants. 


[3242] 


COPY 


from 
ARCHIVES BRANCH 
FEDERAL ARCHIVES & RECORDS CENTER 
Waltham, Massachusetts 


Record Group No. o2/ 


Raymond R. Wile 
Research Library 


IN THE 
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Tue AMERICAN GRAPHOPHONE Co. 


. 


vs. es _ \ Equity. 


THe New ENGLAND PHONOGRAPH Co. e¢ al. 


Brief for Complainant on Defendant’s Plea. 


By stipulation (p. 14) the Record in the American 
Graphophone Company v. Edison Phonograph Works, 
a cause now pending in the district of New Jersey, is 
introduced. This Record, where referred to in the fol- 
lowing’ pages, is cited as the “N. J. Record.” It con- 
tains the ‘contracts mentioned in defendants’ plea, and 
other matters pertinent to the issue here presented. 


Statement of the Case. -_ 


The case presented by the facts isa very simple one. 
On August 6, 1888, the complainant, owner of the 
broad patents for the existing art of recording “and re-— 
producitig sounds (Payne’s deposition, p. 30), granted to 
one Jesse H. Lippincott, a personal license to sell under 
those patents machines called “ phonographs,” and “ sup- 
plies” (i..¢. tablets, sound records, ete.) therefor. For 
several years said Lippincott carried on business under 
said license, paying or being accountable to complainant 
for the royalties accruing from the sale of phonographs 
and supplies by himself and his agents, but on May 1, 


2 

1891, he made a voluntary assignment for the benefit of 

his creditors, and from that time ceased to do business. 

Defendants, during the existence of Lippincott’s license, 

acted as his local agent for the New England States, 

receiving phonographs and supplies from him, and it 

appears that the defendants paid to said Lippincott, or 

rather to the corporation formed by Lippincott for carry- 

ing on this business, a large sum of money for this local 

agency. 

3 The* Defendant company now claim that it has a 

2 license under complainant’s patent, during the entire term 

thereof, to deal in phonographs and supplies. Complain- 

4 ant, on the other hand, contends and shows that defend- 

ants are not receiving its phonographs and supplies, 

directly or indirectly, from Lippincott, who was the sole 

a § and personal licensee of complainant; that the latter is 

not doing business under his license, but is, in fact, de- 

ceased ; that he had no successor as licensee of com- 

plainant; that he never attempted to assign to any one 

his license with respect to phonographs; in fact, that 
his license was personal and therefore non-assignable; id 

and that all rights granted by it have long since reverted —_- : , 
to the grantor. All this appears from the deposition of ’ 7 
Col. Payne, pages 31-34, which presents all the facts 


necessary to a determination of this plea. None of the 
statements of this deposition are or will be disputed. al 
A brief explanation of the patents and contracts relat- : eo 
ing to the talking machine, and its accessory devices, ate 
i will enable the Court to determine what rights the ie 2 
defendants have under various patents relating to this if 
art. : ; b 
, The patents in suit, known as the “ graphophone pat- p 
ents,” cover the only known industrial method of mak- g 
ing sound records (the cutting or graving method), the a 
i. A sound records made by that method, and the blanks or : ; oF ofa 
oa? tablets upon which the records are engraved. ‘They also a 
Rese 


Ss 


= 


oo, 


3 


cover improvements in the apparatus employed in prac- 


 ticing the art. Subsequently to the date of these patents, 


May 4, 1886, Thos. A. Edison, who had invented the un- 
successful tin-foil indenting phonograph in 1879, took 
out a number of patents for improvements on the Bell- 
Tainter invention, which Edison patents are called the 
“phonograph patents.” “Some confusion arises because 
of these two sets of patents relating to the same art, but 
under different and distinct ownership; and it must be 
borne in mind that the issue raised by the plea herein 
is the question of the alleged rights of the defendant, 
under the graphophone patents. 

There is no dispute that the defendant company has a 
license for the period claimed (fifteen years from October 
12, 1888) under the phonograph patents. It obtained that 
license from the owner of those patents, and paid a large 
consideration therefor. The phonograph, however, and 
the sound records and tablets used therewith, are infringe 
ments of complainant’s patents, as is admitted for the 
purposes of this discussion, and the grantor of the license 
to defendants, while the owner of the phonograph patents, 


was not the owner of the graphophone patents, and could 


not grant a license thereunder for fifteen years, or far any 
period of time. ; 

Only two licenses were ever granted by the complain- 
ant under its patents, and whatever outstanding rights 
subsist at this time must have their basis and origin in 
those licenses, or one of them. The first, dated March 


26, 1888, is printed at page 188, “N. J. Record.” This. 


is the first “ Lippincott agreement,” and it will require 
but little consideration. It is an agreement on the 
part of Lippincott to purchase from complainant 5,000 
graphophones every year, upon certain terms as to prices 


and payments, and on the part of complainant to manu-— 


facture such machines and supplies for said J ippincott, 
and for no one else. This constituted Lippincott the sole 


‘4 


licensee for the sale of graphophones so long as he per- - 


formed the conditions of the agreement. It related 
solely to devices of complainant’s manufacture. A 
glance at the license shows that it was strictly personal, 
and, therefore, not assignable, and it has always been so 
regarded. Sit 

This agreement has nothing to do with the sale of 
phonographs, sound recérds, and supplies; but only with 
‘devices manufactured by complainant. Hence, it need not 
be further discussed. on 

Shortly after the execution of this contract, it became 
apparent that Lippincott’s business operations there- 
under would be embarrassed by the phonograph, which 


Edison announced he was about to bring out, and which | 
was a thoroughgoing infringement, in every part, of, 


complainant’s patents. Edison, however, had certain im- 
provements of his own; he had the old’ original phono- 
graph patent, which he claimed was in force; and he 
had a great reputation with the public. His name at 
that time had a high commercial value. Hence, his 
opposition was formidable, and Lippincott thought it 
would be a good business scheme to buy out all Edison’s 
patents and rights. He did so, paying half a million 
dollars for the stock of the Edison Phonograph Company, 
which owned those rights (Edison, p. 27). 

- This purchase was effected by an agreement dated June 
28, 1888S (N. J. Record, p. 8). Not wishing to hold the 
title to these patents personally, Lippincott created the 
North American Phonograph Company, and, on July 17, 
1888 (N. J. Record, p. 200), transferred to it all the rights 
he acquired from Edison. Thus, the North American 
Phonograph Company became the owner of the Edison 
patents, and could grant licenses thereunder; but neither 
that company nor Lippincott ever owned the grapho- 
phone patents, or possessed authority to grant licenses 
thereunder. 
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Lippincott then having acquired control for himself 
of the Edison patents, applied to complainant for a mod- 


ification of his contract of March 26,1888,so asto enable | 


him to handle the phonograph, and for an arrangement 
of the terms of royalty and other conditions under which 
that instrument was to be put upon the market. Inci- 


‘dentally it may be mentioned that propositions had been 


made looking to the grant of a license by complainant 


to the North American Phonograph Company; but all 


said propositions were declined by complainant, who 
dealt only with Lippincott as an individual. 

This led to the “supplemental agreement” between 
complainant and Lippincott, dated August 6, 1888, grant- 
ing him, upon certain terms, the right to sell “ phono- 
graphs and supplies” (N. J. Record, p. 35). This license 
was not transferrable, and, in fact, Lippincott never at- 
tempted to transfer it. : 

On October 12, 1888, the North American Phonograph 
Company granted to the defendant company the license 
referred to in the plea, purporting to grant to it, for a 
period of fifteen years, the exclusive right to sell phono- 
graphs and graphophones within the New England 
States. Complainant was not a party to that agreement, 
and it is only necessary to add (Payne, p. 33), that it had 
no knowledge of and gave no assent to it. Such knowl- 
edge and consent are alleged in the plea. The aliegation 
is material and esseutial. It is not proved, and therefore 
the plea fails. — 

_ Manifestly, Lippincott could not, under his agreement 
with complainant of August 6, 1888, grant a territorial 
license for a definite term of years. He could, of course, 
establish agencies, but could give his agents no greater 
rights than he had himself acquired. As between 
Lippincott and the North American Phonograph Com- 
pany on the one hand, and this defendant on the other, 
the agreement of October, 1888, amounted to a license 


6. 


for fifteen years wnder the Edison patents, and an under- 
taking by the parties of the first part that Lippincott 
would maintain his license under complainant’s patents, 
and would preserve and exercise his right to deal in 
phonographs, sound records therefor, etc., under those 
patents. For failure in this undertaking the remedy of 
these defendants is unquestionably against the North 
American Phonograph Company and Mr. Lippincott. 
There is and was no privity between the defendants and 
complainant, nor anything in the nature of a contract, 
express or implied. ; 

Mr. Gleason, of counsel for defendants, admits in his 
deposition (p. 16) that he carefully examined the con- 
tracts between Lippincott and complainant before organ- 


izing the defendant company. He was, therefore, fully — 


informed of the relations between complainant and 
Lippincott; and though the plea alleges certain misrep- 
resentations by Lippincott to defendants regarding his 
(Lippincott’s) powers, it is not seen how such misrepre- 
sentations could have misled persons having access to 
the written instruments and exercising ordinary pru- 
dence. 

This being the condition of the contract relations at 
the time the defendants entered into business, it is mani- 
fest that, so long as Lippinco!t continued dealing in 
phonographs and supplies under his contract with com- 
plainant, and supplied the defendait company with 
those devices, the latter’s business was Jawful. It is 
equally clear that by dealing in phonographs, tablets, 
sound records, ete., not put on the market by complain- 
ant’s licensee, or under his license, the defendant is lable 
to suit as an. infringer. Complainant has no remedy 
except an infringement suit. Manifestly, it can not sue 
for recovery of royalties from defendants or from the 
concern (the Edison Phonograph Works) from which it 
now receives its supplies, for the reason that neither of 
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these concerns ever received a license, or promised to 
pay royalty to complainant. 


‘ 


Defendants’ Plea. 


Considering, now, the plea filed by defendants, the fol- 
lowing observations may be made upon its several 
clauses : 


1. The material allegation of the first clause of the 
plea is that complainant had authorized the North 
American Phonograph Company to grant to defendant 
company the license (a license for 15 years) under which 
it did business. There is no evidence whatever to sup- 
port this allegation, which is contrary to fact. (See 


Payne’s deposition, p. 33.) 


2. The recitals of the second clause of the plea are for 
the most part immaterial. There is nothing in evidence 
to show that the North American Phonograph Company 
had authority to grant to defendants an exclusive terri- 
torial license for a term of fifteen years under complain- 


ant’s patents. 


The fact that defendants placed reliance upon alleged 
statements and promises of Lippincott and the North 
American Phonograph Company, and in consequence 
thereof have been greatly damaged, gives them no 
claim upon complainant’s patents. The North American 
Company, after Lippincott’s failure and death, made no 
attempt to protect its licensees by acquiring a license 
for itself, or by paying or tendering to complainant the 
royalty provided in the Lippincott contract. It preferred 
to take its chances as an infringer, and having now fol- 
lowed Lippincott into insolvency, its agents must either 
make independent arrangements with complainant or 
stand the consequences of infringement. = - 
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Tt is to be noted that no portion of the consideration 
which defendants paid to Lippincott and the North 
American Company for the license granted to it, passed 
to complainant. (See Payne’s deposition, p. 34.) 

The most important allegation of this second clause 
of the plea is that “the North American Phonograph 
Company had full right and authority to grant unto this 
defendant such exclusive licenses,” meaning a license 
for fifteen years, under complainants’ patents. No such 
authority is proved or existed. Under this clause of the 
plea, it is further alleged that “the said North American 
Phonograph Company and Jesse H. Lippincott delivered 
all the phonographs which were delivered to the defend- 
ant company with the consent of the American Grapho- 
phone Company, and had rendered an account to the 
American Map apaads Company for the royalties upon 
said instruments.” In the New Jersey case an attempt 
was made to show that practically all the phonographs 
ever made up to the present time were manufactured 
before Lippincott went out of business, the argument 
there being that complainant would have a remedy for 
its royalties on these devices against Lippincott. The 
matter is of little importance, since, of course, in an ac- 
counting no instruments would be included which were 
put out by Lippincott during the continuance of his 
license. There is no pretense that the sound records and 
blanks, which defendant is using in its daily business, 
were made and delivered during the continuance of the 
Lippincott license. Therefore, the plea, which is to the 
whole of the bill, fails. 


- Lippincott’s License was Personal and is 
Extinguished. 
The eieddants as we understand, will claim that the 


Lippincott license was assignable, and was, in fact, as- 
signed to the North American Phonograph Company. 
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If this were established, the contention would be that 
complainant has its remedy against the North American 
Phonograph pempeny for all the acts of its local com- - 
panies. 

_ The New Jersey defendant started its proofs upon this 
theory, but abandoned it upon the deposition of its first 
witness (Walcott, p. 63, Q. 34, N. J. Record), who testified 
that Lippincott was the only person connected with the 
North American Phonograph Company with whom the 
complainant had any dealings in respect of the royalties 
on phonographs. It is certain that, in every possible 
way, the American Graphophone Company, by declara- 
tion and conduct, showed that it would grant no license 
under its patents to any one but Lippincott. (Payne, p. 
32; also N. J. Record, p. 130, Ans. 52,53; p. 129, Ans. 51; 
p. 268, Resolution of Board of Directors; p. 243, Lippin- 
cott’s letter to Payne of August 1,1888.) 

It required Lippincott, in the “supplemental agree- 
ment” of August 6, 1888, to announce in all letter-heads, 
contracts, advertisements, and in all his dealings, that 
he was the “sole licensee of the American Graphophone 
Company,” and the Court will observe that the license 
granted to defendant contains the following clauses: 


“ Acting under authority of, and in agreement with, 
Jesse H. ippincott, sole licensee of the American Grapho- 
phone Company ” (p. 18). 


* * * 
a Twelfth. In the conduct of its business and in all 
circulars, cards, and advertisements there shall appear 

* * ‘New England Phonograph Company, acting 
Siler the authority of the North American Phonograph 
Company, and Jesse H. Lippincott, sole licensee of the 


a0) 


Defendants, therefore, were directly put upon inquiry 
as to the nature and extent of Lippincott’s delegated 
powers, and were themselves advised, and required to 


10 


advise all others with whom they had dealings, that theit , . ay 
: business was being carried on under the authority of . fori 
Lippincott. That authority has long since been with- to ¢ 

; drawn. : : an 

It is not essential to show that Lippincott’s license 
terminated in May, 1891, or, in fact, that it’ has ever 
terminated. He never assigned it, and no one claims 
or ever claimed to act as his assignee. The fact that he 
voluntarily retired from the phonograph business in | 
1891 is not disputed. Whether or not he individually =" 
has, or would have, if alive to-day, the right to carry on ts 
that business under the terms of his license of August : FE. 
6, 1888, is not, therefore, a vital question. ; 

If, however, Lippincott’s license was personal, it could ; pu 
not pass to an assignee, either by direct assignment or Z th 
by voluntary or involuntary bankruptcy; and in such rig 
case the license and all rights granted thereby are ex- ju 

; tinguished. That the license is strictly personal hardly ; 
admits of dispute. It contains ten paragraphs, each de- | 
fining obligations assumed by said Lippincott, and which 
complainant certainly could not enforce against any one : 
else. It is personal in every line and paragraph. But, : ‘ 
without dwelling upon the language of the instrument, 

it is enough to call attention to the fact that it contains 

no express authority to assign. In the absence of such ; al 
power and authority to assign, clearly expressed, the i 
license to use a patent is non-assignable. This familiar ips 
principle is thus stated in Hofke v. Clark (50 F. R, 58); : 3 
“Tt is settled law that a license to use a patent is a : P 
| 1) a _ personal privilege which terminates with the life of the c 
| ; . Individual licensee to which it is granted, unless the a 
grant contains words expressly conferring the power to sell } 
: or assign. In the absence of such power, if the licensee { 

4 be a natural person and dies, or an artificial person or 

i partnership, a7 and ceases to exist, the license expires ben 2 : 


in SESS case.” . : Sr 


11 


_ This settled doctrine of law is based on numerous uni- 
form and authoritative decisions.’ It will be sufficient 
to cite— : 

Tron and Nail Co. v. Corning, 14 How., 193. 

_ Oliver v. Rumford Chemical Works, 109 U.S., 75. - 
Lane & Bodly Co. v. Locke, 65 O, G., 1406. 
Waterman v. Shipman, 55 F. R., 982. 

‘Adams v. Howard, 22 F. R., 656. 


A personal license is extinguished by the dissolution 
of the licensee, and upon his bankruptcy it does not pass 
to his assignee or receiver. (Waterman v. Shipman, 55 
F. R., 982.) 

The refusal of a licensee to pay royalties, and his re- 
pudiation of the license while continuing to deal in 
the patented articles, gives the patentee and licensor the 
right to sue for an infringement, and to obtain an in- 
junction. 

Starling v. St. Paul Plow Works, 32 F. R., 675. 
~ Cohn v. Rubber Co., 3 B. and A., 572. 

Brooks v. Stolley, 3 McLean, 528. 

Gibson v. Meed, 1 Blatch., 166. 

Kingsman v. Parkhurst, 18 How.,.293. 


It would follow that if Lippincott himself were now . 


_alive, and were to atlempt to engage in the business of sell- 


ing phonographs, sound records, and blanks, and were 
to tender compliance with all the conditions of the 
agreement of August 6, 1888, complainant could treat 
that license (as it has been treated on all hands for the 
past four years) as at an end, and could enjoin Lippin- 
cott as an infringer. A fortiori, it can sue as infringers 
any persons who may now claim, under the Lippincott 
license, the right to sell phonographs and supplies there- 
for, — 
We have stated that there is no evidence to support 
the allegation of the plea that defendant's alleged fifteen- 


\ 


ee. ieee 6: 


| year license was granted with the consent of complain- Amer 

j ant, but that, on the other hand, the evidence is that licens: 

| such consent was not given, and, indeed, was never asked, that t 

(p. 33). Defendant’s counsel- will contend, as we are sition 

‘ given to understand, that the power to establish agencies ae wealt] 

(either individuals or corporations) for introducing these. EB They 

instruments was given to Lippincott in his contracts with ae 

complainant, and that this power includes the right to chine 

: grant the license in question. Reference is made in Mr. his c 

i] Gleason’s deposition to the 8th clause in the contract of the p 

March 26, in which Lippincott agreed to take “ appro- = 

priate measures by personal effort and thorough adver- comp 

tisement, the establishment of agencies and otherwise, to Mr 

Hi introduce the said instrument.”. f . am 

We need hardly point out that under such provision Ame 

Hh} the power that could be delegated to an agent does not esate han 

H extend beyond the power of the principal. The clause abs ; ae 

1) quoted above is not a right conferred upon Lippincott to Lipy 

establish agencies for the sale of instruments (which his ¢ 
requires no formal authorization), but a promise on his 

part that he would endeavor to promote the sale of 3 ist 

‘ instruments by “appropriate measures,” e. g., “ by estab- inge 

| lishment of agencies.” The right to establish agencies Com 

H could not, in any case, imply a right to grant exclusive Pho 

I territorial licenses for the entire term of the patent. licen 

Finally, these words are in the contract of March 26, fact 

relating solely to graphophones. Complainant never ré- that 

H quired Lippincott to exert his personal efforts to promote pho 

the sale of phonographs. His efforts in that direction A 

were left to his own discretion. bon 

Mr. Gleason deposes (p. 16) that -the Soustratelod rie \ firs 

placed on these contracts was “that the Graphophone gat 

Company consented to the granting of territorial licenses phe 

for the use of both phonographs and graphophones.” (N. 

IN. 


Even Mr. Gleason’ apparently did not consider that the E 
contracts gave Lippincott the right, through the North : 


lain- 


that 


isked, » 


e are 


encies. 


these 
i: with 
ht to 
n Mr. 
ict of 
ppro- 
dver- 


‘se, to. 


vision 
s not 
‘Janse 
att to 
which 
n his 
ile of 
estab- 
ncies 
usive 
atent. 
+h 26; 
er ré- 
mote 
ction 


yn he 
hone 
enses 
nes.” 
t the 
Torth 


ie 
& 
a 
crx 
& 


13 


American Phonograph Company, to grant territorial 
licenses for the entire term of the patents. It is clear 
that the defendants dealt with Lippincott on the suppo- 
sition that he was responsible, solvent, a man of great 
wealth, and amply able to carry out his undertakings. 
They trusted that he would be able to carry on the busi- 
ness he started, and to supply them with talking ma- 
chines and appliances, in accordance with the terms of 
his contracts with complainant, during the full term of , 
the patents. Now that he has failed in the obligation 
assumed, they can not visit the consequences upon = 
complainant. 
Mr. Gleason also deposes (p. 17) as follows : 


“The situation as stated to me was, that the North 
American Company granted the license with the full 
consent of the Graphophone Company, and the license 
being granted, the New England Company would have 
a good title; and, in addition to this, as between Mr. 
Lippincott and the Graphophone Company, there was 
his agreement secured by his bond.” 


Had Mr. Gleason taken the trouble to make ordinary 
inquiries he would have learned that the Graphophone 
Company was utterly ignorant that the North American 
Phonograph Company assumed to grant any territorial 
licenses under its (complainant’s) patents, aud that the 
fact that agreements of this nature were being made by. 
that company was carefully concealed from the Grapho- 
phone Company. 

As to the agreement with Tia “secured by his 
bond,” we would point out that the bond applied to the 
first contract of March 26, 1888, and to Lippincott’s obli- 
gation to take and place on the market 5,000 grapho- 
phones per year. Upon this agreement suit was entered 
and recovery had against one of Lippincott’s bondsmen 
(N. J. Record, p. 305). The obligatioa of the supple- 
mental contract to pay royalties on phonographs was not 


ae 


~ secured by bond: if that fact be material, as Mr. Gleason 

seems to think. 

3 The court’s attention may be called to the testimony 
in the New Jersey Record to the effect that no phono- 
graphs have been manufactured since Lippincott’s bank- 
ruptcy and retirement from business. 

. We have already referred to this point, and believe 
that it calls for no further notice. Complainant, of course, 
does not seek to recover in respect of devices put out 

by Lippincott under the terms of his license, but the 
phonographs, or recording and reproducing instruments, 
| ' are a small part of the devices covered by complainant’s 


patents (Payne, p. 30). The sound records, and the tab- 
lets or blanks upon which they are made, constitute the | 
. principal items of the talking-machine business; and 
i there is, of course, no pretense that defendants have not 
been continuously infringing those claims of the patents 
that cover these devices. The plea is to the whole of the : or 
bill, and it fails unless, under it, a complete defense to the ~ 
& action is established. 
or ; Respectfully submitted. 


“ We, W. Sway, \ 
. . Solicitor for Complainant 
; He : ANTHONY PoLtLok, 
F Puitip Mauro, ° 
Ht June 13, 1895. Of Counsel. 
; 
s \ 
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Circuit Court of the Gnitey States, 


DISTRICT OF MASSACHUSETTS. 


IN EQUITY. 


No. 530. 


AMERICAN GRAPHOPHONE COMPANY 
0. 


THE NEW ENGLAND PHONOGRAPH COMPANY ET AL. 


OPINION OF THE COURT. 
JUNE 19, 1896. 


Carpenter, District Judge. This is a bill in equity to re- 
strain an alleged infringement of certain letters patent for 
apparatus for recording and reproducing sounds, known as 
graphophones. The respondents plead a license from the 
complainant and issue has been joined and evidence has been 
taken. Ido not think it will be useful for me to detail the 
arguments and considerations which have been taken into the 
account in determining the questions thus raised. I have 
reached the conclusion that the contracts made by the com- 
plainant on the sixth of August, 1888, with Jesse H. Lippincott, 
«unount to an adoption and ratification of the contracts made 
by him and under which the respondents claim; and that the 
complainant is estopped to deny the rights of the parties to 
those last-named contracts to carry out the provisions thereof. 


The bill will therefore be dismissed. 
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CIRCUIT COURT OF THE UNITED STATES, 
DisTRIOT OF MASSACHUSETTS, 


In Equity. 
AMERIOAN GRAPIOPHONK Com- 
PANY a 
v. > No. 580.. 
Tux New Enatanp PHoNo- 
GRAPH Company, ef al. 
Opinion of the Court. 


June 19, 1896. 

Carpenter, District Judge: This is a bill in equity to restrain an alleged infringe- 
ment of certain letters patent for apparatus for recording and reproducing sounds, 
known as graphophones, The respondents pled a license from the complainant and 
issue has been joined and evidence has been taken. I do not think it will be useful 
for me to detail the arguments and considerations which have been taken into the 
account in determining the questions thus raised. I have reached the conclusion that 


‘the contracts made by the complainant on the sixth of August, 1888, with Jesse FI. 


Lippincott, amount to an adoption and ratification of the contracts made by him and 
under which the respondents claim; and that the complainant is estopped to deny 


the rights of the parties to those last- “anenell contracts to carry out the provisions © 


thereof. 
The bill will therefore be d siiteadl. 


CIRCUIT COURT OF THE UNITED STATES, 
District OF MASSAOHUSE?TS. 


In Equity. 
AMERICAN GRAPHOPHONE cox. | 
PANY 
v. < a, 530. 
Tur New Enoianp PxHono- 
arapH Company, ef al. 
Decree. 


September 15, 1896. 
The complainant on the abcve entitled cause filed its bill of complaint on the 12th 
day of October, 1894. 
An appearance was duly entered for tie defendants by I. N. Paul and by John B. 
Gleason as solicitors for all of the defendants, and on the 7th day of January, 1895, 


- a plea to said bill of complaint was filed by John B. Gleason, as solicitor for the 


defendants. On January 29, 1895, the complainant filed a replication. 

Testimony was thereafter taken by the respective parties and filed in the Clerk’s 
office of said Cireuit Court. Afterwards and at the June term of 1895, of the 
said Circuit Court, present the Honorable George M. Carpenter, Judge, the said 
cause came on to be heard on the pleadings and proof and was argued by counsel. 
Thereafter the said Judge rendered his decision which was filed in said Clerk’s office 
on the 19th day of June, 1896. , 

Now in accordance with said decision and on motion of John B. Gleason, solicitor 
for the defendants, it is adjudged that the plea of the defendants is hereby sustained 
and that the bill of complaint herein is dismissed upon the merits and that the New 
England Phonograph Company, the actual defendant, do recover of the American 
Graphophone Company the costs and charges of the defendants in this action hereby 
adjusted at 

. By the Court: Z 
: BENJ. H. BRADLEE 
Deputy Clerk 


. 


